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I n L a t i n A m e r i c a n c o u n t r i e s , m i l k and i t s b y - p r o d u c t s a r e an 
i n d i s p e n s a b l e p a r t o f b a s i c p o p u l a t i o n consumer goods. M i l k ' s 
c o n t r i b u t i o n i n s a t i s f y i n g minimum n u t r i t i o n a l and d i e t a r y 
r e q u i r e m e n t s i s v e r y s i g n i f i c a n t . However, t h e r e a r e s e r i o u s 
d e f i c i e n c i e s i n t h e manner i n w h i c h b o t h p r o d u c t i o n and 
consumption a r e o r g a n i z e d . The p r o d u c t i o n p r o c e s s i s n o t a b l y 
h e t e r o g e n o u s ; consumption, f o r i t s p a r t , i s e x t r e m e l y segmented. 
I n e f f e c t , a h i g h p e r c e n t a g e o f s m a l l p r o d u c e r s and p e a s a n t s 
d e l i v e r m i l k d i r e c t l y t o consumer c e n t r e s , whether i n t h e f o r m o f 
raw m i l k o r as a h a n d i c r a f t b y - p r o d u c t , w h i l e medium and l a r g e 
p r o d u c e r s d e l i v e r m i l k t o p r o c e s s i n g p l a n t s and i n d u s t r i e s . On 
t h e o t h e r hand, low-income consumers p u r c h a s e raw o r p a s t e u r i z e d 
m i l k when t h e y c a n, and b y - p r o d u c t s o n l y v e r y r a r e l y , w h i l e 
medium and upper income groups consume o n l y p a s t e u r i z e d m i l k and 
t h e e n t i r e gamut o f b y - p r o d u c t s . 
I n L a t i n A m e r i c a t h e r a t e a t w h i c h t h e demand f o r m i l k 
p r o d u c t s has grown has been somewhat more i n t e n s e t h a n t h a t o f 
d o m e s t i c p r o d u c t i o n . T h i s i s p a r t l y a r e s u l t o f t h e d i f f e r e n c e s 
i n p r o d u c t i v i t y e x i s t i n g w i t h i n t h e s u b s e c t o r and p a r t l y t h e 
r e s u l t o f t h e a c u t e p r o c e s s e s o f u r b a n i z a t i o n and income 
c o n c e n t r a t i o n w h i c h o c c u r r e d i n r e c e n t decades. The gap t h a t was 
t h u s c r e a t e d between d a i r y s u p p l y and demand c o n t r i b u t e d t o 
i n t e n s i f y i n g t h e i n f l a t i o n a r y p r o c e s s e s a f f e c t i n g t h e c o u n t r i e s 
o f t h e r e g i o n , whenever m i l k i s a wage good and a h i g h p e r c e n t a g e 
o f f a m i l y e x p e n d i t u r e i s d e s t i n e d t o f o o d . The d i f f e r e n c e 
between demand and s u p p l y has i n p a r t been c o r r e c t e d t h r o u g h an 
a c t i v e i m p o r t p o l i c y . 
L a t i n A m e r i c a n c o u n t r i e s have a t t e m p t e d t o d e a l w i t h t h i s 
s i t u a t i o n by r a i s i n g t h e i r d o m e s t i c p r o d u c t i o n , b u t t h e c o n j u n c t 
o f e l e m e n t s we have i n d i c a t e d and, i n p a r t i c u l a r , c o m p e t i t i o n 
stemming from d e v e l o p e d c o u n t r i e s , have c a u s e d t h e e x p a n s i o n o f 
t h e L a t i n A m e r i c a n d a i r y s u b s e c t o r t o t r a v e l a l o n g a p a r t i c u l a r l y 
r o c k y p a t h . The e x p a n s i o n o f d a i r y p r o d u c t i o n has t h e r e f o r e 
r e q u i r e d a s e r i e s o f p o l i c i e s w h i c h , d e p e n d i n g on t h e i r s t y l e , 
i n t e n s i t y , viaüaility and i n n o v a t i v e c a p a c i t y , have s l o w e d o r 
speeded up t h e r a t e o f d a i r y i n g i n c o u n t r i e s o f t h e r e g i o n . 
T h i s document p r o p o s e s t o c l a s s i f y d a i r y p o l i c i e s a c c o r d i n g 
t o t h e way i n w h i c h t h e i n s t r u m e n t s t h a t a l l o w f o r t h e i r 
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i m p l e m e n t a t i o n have been h a n d l e d . F o r t h i s p u r p o s e i n f o r m a t i o n 
on t h e d a i r y s u b s e c t o r o f t w e l v e c o u n t r i e s o f t h e r e g i o n has been 
r e v i e w e d , w h i c h t h e Food and A g r i c u l t u r a l O r g a n i z a t i o n o f t h e 
U n i t e d N a t i o n s (FAO) and t h e J o i n t ECLAC/FAO A g r i c u l t u r e D i v i s i o n 
had a t t h e i r d i s p o s a l . The i n f o r m a t i o n i s n e i t h e r v e r y r i c h n o r 
v e r y s y s t e m a t i c and i n t h e m a j o r i t y o f c a s e s i t o n l y c o v e r s t h e 
p e r i o d between 1970 and 1987. 
These l i m i t a t i o n s p r e v e n t e d us from p r e p a r i n g as i n - d e p t h a 
t y p o l o g y as we would have l i k e d , b u t t h e marked d i f f e r e n c e i n 
emphasis and p u r p o s e w h i c h e x i s t s between p o l i c i e s o f t h e v a r i o u s 
c o u n t r i e s has a t t e n u a t e d , i f o n l y p a r t i a l l y , t h i s m e t h o d o l o g i c a l 
d i f f i c u l t y , and has s e r v e d as a g u i d e f o r t h e t y p o l o g y p r e s e n t e d 
h e r e . 
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TYPOLOGY OF PUBLIC POLICIES APPLIED 
IN LATIN AMERICAN DAIRY ACTIVITY 
I n t h e t y p i f i c a t i o n o f d a i r y p u b l i c p o l i c i e s we propose h e r e , t h e 
m a i n e l e m e n t o f d i f f e r e n t i a t i o n has t o do w i t h V a r y i n g 
p r o f i t a b i l i t y , t h a t i s , w i t h p r i c e s , c r e d i t , s u b s i d i e s , 
i n v e s t m e n t s and o t h e r such f a c t o r s . 
The f i r s t m ajor d i f f e r e n c e t h a t we can v e r i f y i n t h e 
a p p l i c a t i o n o f t h e s e i n s t r u m e n t s has t o do w i t h t h e r e l a t i v e 
i m p o r t a n c e o f r e s o u r c e a l l o c a t i o n p r o c e e d i n g s , t h a t i s t o say, 
whether by market o r by s t a t e , b e a r i n g i n mind t h a t , i n p r a c t i c e , 
t h e s e a c t i o n s a r e m u t u a l l y complementary o r c o n d i t i o n e d , 
d e p e n d i n g on t h e s o c i a l c o n t e x t i n v o l v e d . Thus w e have 
e s t a b l i s h e d two major d i v i s i o n s i n d a i r y p o l i c i e s w h i c h , i n one 
c a s e , we c a l l market p o l i c i e s and, i n t h e o t h e r , i n s t i t ^ i t i o n a l 
p r o m o t i o n p o l i c i e s . Market p o l i c i e s c o r r e s p o n d t o s e c t i o n ^ A and 
B o f t h e t e x t ; i n s t i t u t i o n a l p r o m o t i o n p o l i c i e s t o s e c t i o n s C 
and D. 
Now, i n t h o s e p o l i c i e s we r e f e r t o as market, t h a t i s , t h o s e 
i n w h i c h t h e a l l o c a t i o n o f r e s o u r c e s depends e s s e n t i a l l y , though 
n o t e x c l u s i v e l y , on t h e a c t i o n o f s a i d mechanism, two tyûes a r e 
d i s t i n g u i s h e d i n t u r n , depending on whether market o p e r a t i o n i s 
r e g u l a t e d o r c o n t r o l l e d by t h e s t a t e o r , c o n v e r s e l y , whether i t 
i s w h o l l y g i v e n t o t h e open i n t e r p l a y o f s u p p l y and demand. I n 
t h i s way, market p o l i c i e s a r e s u b d i v i d e d i n t o two s p e c i f i c t y p e s , 
t r a d i t i o n a l o r p r o t e c t i v e market p o l i c i e s and n e o l i b e r a l o r 
a p e r t u r i s t p o l i c i e s . S e c t i o n A d e a l s w i t h t h e f i r s t , s e c t i o n B 
w i t h t h e second. 
T r a d i t i o n a l o r p r o t e c t i v e market p o l i c i e s a c t , as t h e i r name 
i m p l i e s , i n a c c o r d a n c e w i t h a p r o t e c t i v e and s e l e c t i v e s t y l e , 
whose g r e a t i i s t e f f e c t seems t o make i t s e l f f e l t on p r o d u c t i o n 
c o s t s . The s e t t i n g o f p r o d u c e r p r i c e s f o r m i l k o r i t s by-
p r o d u c t s , t h e s e t t i n g o f consximer p r i c e s , t h e e s t a Q j l i s h i n g o f 
q u o t a s o r s u r c h a r g e s f o r powdered m i l k i m p o r t s and, s u b s i d i e s on 
i n p u t p r i c e s a r e some o f t h e measures w h i c h c h a r a c t e r i z e 
p r o t e c t i v e market p o l i c i e s . 
The s e c ond t y p e o f market p o l i c y i s made up o f t h o s e we c a l l 
n e o l i b e r a l a n d a p e r t u r i s t p o l i c i e s , w h i c h we examine i n 
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s e c t i o n B. As was i n d i c a t e d , t h e y c o r r e s p o n d t o p o l i c i e s i n 
w h i c h r e s o u r c e a l l o c a t i o n depends e n t i r e l y on t h e f r e e o p e r a t i o n 
o f t h e ma r k e t , w i t h o u t t h e r e b e i n g a t l e a s t v i s i b l e i n t e r f e r e n c e 
by t h e s t a t e o r , i n s t i t u t i o n a l s i g n a l s w h i c h o r i e n t t h i s 
a l l o c a t i o n . The i n c e n t i v e f o r c o m p e t i t i o n w h i c h g e n e r a l l y a r i s e s 
f r om u n p r o t e c t i v e p o l i c i e s makes f o r t h e l i b e r a l h a n d l i n g o f 
i n s t r u m e n t s t o t e n d t o r e s u l t i n more p r o d u c t i v e e f f i c i e n c y and 
t e c h n o l o g i c a l change. ïn t h i s c a s e , u n l i k e t h a t w h i c h o c c u r e d 
w i t h p r o t e c t i v e market p o l i c i e s , p r i c e s a r e f r e e , t a r i f f b a r r i e r s 
d i s a p p e a r o r a r e r e d u c e d t o a minimum and c r e d i t and i t s c o s t a r e 
t r a n s a c t e d i n accordance! w i t h what t h e market d e t e r m i n e s . 
We s h a l l now b r i e f l y c o n s i d e r t h e second m ajor group o f 
d a i r y p o l i c i e s , t h a t i s , t h o s e w h i c h we c a l l i n s t i t u t i o n a l 
p r o m o t i o n p o l i c i e s and ^ h i c h we examine i n s e c t i o n s C and D o f 
t h i s s t u d y . As was i n d i c a t e d , what i s i n v o l v e d a r e t h o s e 
p o l i c i e s i n w h i c h r e s o u r c e a l l o c a t i o n depends p r i m a r i l y b u t not 
e x c l u s i v e l y on s t a t e a c t i o n . I n t h i s c a s e , r e s o u r c e s a r e 
g e n e r a l l y a l l o c a t e d t h r o u g h i n s t i t u t i o n a l c h a n n e l s and t h e r e f o r e 
c i r c u l a t e a t t h e m a r g i n o f t h e market. T h i s i s i n e f f e c t what 
t e n d s t o o c c u r w i t h i p a r t o f t h e r e s o u r c e s i n v e s t e d i n 
i n f r a s t r u c t u r e ( s uch as i r r i g a t i o n works, s t o r a g e c e n t r e s , 
t r a n s p o r t a t i o n , c o n s t r u c t i o n o r t h e p u r c h a s e o f d a i r y farms o r 
p a s t e u r i z i n g p l a n t s ) , i n r e s e a r c h and a d a p t a t i o n o f t e c h n o l o g y 
and i n s u p p o r t s e r v i d e s s u c h as t e c h n i c a l a s s i s t a n c e and 
t r a i n i n g . The same a p p l i e s t o r e s o u r c e s d e s t i n e d t o s o c i a l f o o d 
o r n u t r i t i o n prograunmes b e n e f i t t i n g groups w i t h l o w e r p u r c h a s i n g 
power. To f u l f i l l t h e s e t a s k s , t h e s t a t e n o r m a l l y r e q u i r e s t h e 
s e t t i n g o f s t a n d a r d s and t h e i m p o s i n g o f mandatory p l a n s and 
programmes aimed a t r e c t i f y i n g t h e s h o r t - c o m i n g s o f r e s o u r c e 
d i s t r i b u t i o n c a u s e d by t h e market. 
I n s t i t u t i o n a l p r o j m o t i 
component t h a t i s 
p r i m a r i l y market p o l i c e s 
s e r v i c e o f t h i s 
measures c o r r e s p o n d i n g 
t h e n , i s t h e meaning o f 
and i m p o r t s w h i c h a r i s e 
dependent 
l i c e s , : 
mechanism 
t o 
on p o l i c i e s w i l l a l w a y s have a 
on t h e market. However, u n l i k e 
i n t h e former t h e s t a t e i s n o t a t t h e 
b u t , i n s t e a d , u s e s i t t o implement 
t h e g e n e r a l s t r a t e g y e s t a b l i s h e d . T h i s 
p r i c e c o n t r o l s and r e g u l a t i o n s , c r e d i t s 
t h i s c a s e . i n 
I n s t i t u t i o n a l and market p o l i c i e s seek t o a c h i e v e a s i m i l a r 
o b j e c t i v e , w h i c h i s t h e Raising o f p r o f i t a b i l i t y , b u t t h e y f o l l o w 
d i f f e r e n t s t r a t e g i e s . Tl|e f i r s t , i n e f f e c t , o p e r a t e a c c o r d i n g t o 
a p l a n , w h i c h , a t t h e same t i m e as i t l o o k s t o i n c r e a s e 
profiteüDility, i t a l s o seeks t o ens u r e a sustained growth o f m i l k 
s u p p l y , f o r t h e u l t i m a t e purpose o f t h i s g rowth b e i n g trêuislated 
i n t o s t r u c t u r a l t r a n s f o n d a t i o n s o f t h e d a i r y s u b s e c t o r . 
I n s e c t i o n C o f thi$ study we s h a l l d e a l w i t h i n s t i t u t i o n a l 
p r o m o t i o n p o l i c i e s anjd i n s e c t i o n D w i t h comprehensive 
i n s t i t u t i o n a l p r o m o t i o n p o l i c i e s . The d i f f e r e n c e between t h e s e 
two l i e s i n t h e degree o f i n s t i t u t i o n a l and b u r e a u c r a t i c c o n t r o l 
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e x e r t e d by t h e s t a t e i n t h e p r o d u c t i o n p r o c e s s o f m i l k and i t s 
b y - p r o d u c t s and by t h e degree o f o r g a n i z a t i o n and p a r t i c i p a t i o n 
o f t h e s o c i a l a g e n t s i n v o l v e d i n t h i s p r o d u c t i v e a c t i v i t y . 
A. TRADITIONAL OR PROTECTIVE MARKET POLICIES 
As we d e f i n e i t h e r e , t r a d i t i o n a l market p o l i c y is t h a t 
implemented by t h e p u b l i c s e c t o r t o g r a n t d i r e c t p r o t e c t i o n t o 
p r o d u c e r s , i n d u s t r i a l i s t s o r consumers. I n s t r u m e n t s a p p l i e d i n 
t h i s r e s p e c t ( p r i c e s e t t i n g o r o t h e r c o n t r o l s , c r e d i t suli>sidies 
and t h o s e f o r i m p o r t i n g p r o d u c t s o r i n p u t s , s t a n d a r d s p e r t a i n i n g 
t o q u a l i t y c o n t r o l and m a r k e t i n g c h a n n e l s , e t c . ) a r e aimed i n 
d i f f e r e n t d i r e c t i o n s , b u t t h e y g e n e r a l l y t e n d t o reduce 
p r o d u c t i o n c o s t s , t o i n c r e a s e p r o f i t m a r gins and t o encourage t h e 
p r o c e s s o f a c c u m u l a t i o n and, by a c t i n g on m i l k p r o d u c t priúes, t o 
c o n t r o l t h e r i s e i n c o s t o f l i v i n g . However, s i n c e t h e s e 
i n c e n t i v e s a c t i n a s e l e c t i v e manner and b e n e f i t some s e c t o r s a t 
t h e expense o f o t h e r s , i t becomes n e c e s s a r y t o have o t h e r 
measures a v a i l a b l e , sometimes l a t e r , sometimes s i m u l t a n e o u s l y , t o 
compensate t h o s e a f f e c t e d . I m p l e m e n t a t i o n o f t h e s e p o l i c i e s may, 
i n t h e l o n g r u n , end up s l o w i n g n e t growth o f t h e s e c t o r o r 
s u b s e c t o r i n w h i c h t h e y o c c u r . 
I n r e c e n t decades, t h e c o u n t r i e s o f t h e r e g i o n have a t one 
t i m e o r a n o t h e r a p p l i e d t h e s e p o l i c i e s i n t h e i r d a i r y subsèctors. 
F o l l o w i n g we g i v e some examples w h i c h seem t o i l l u s t r a t e 
p a r t i c u l a r l y w e l l t h e genre o f p o l i c y we a r e t r y i n g t o d e f i n e . 
I n t h e mid s e v e n t i e s , p r o d u c e r p r i c e s i n A r g e n t i n a were 
r e a d j u s t e d a c c o r d i n g t o a new c a l c u l a t i o n o f m i l k p r o d u c t i o n 
c o s t s , w h i l e consumer p r i c e s remained s t a b l e and w i t h c e i l i n g s . 
These measures c e r t a i n l y b e n e f i t t e d p r o d u c e r s and consumeis, b u t 
n o t so t h e d a i r y i n d u s t r i a l s e c t o r , w h i c h s h o u l d e r e d i n c r e a s e s i n 
raw m a t e r i a l c o s t s as w e l l as r e d u c t i o n s i n m a r k e t i n g m a r g i n s . 
To t h e s e was added a n o t h e r r e s t r i c t i v e measure, i . e . , t a x e s 
l e v i e d on e x t e r n a l t r a d e o f powdered m i l k and m i l k p r o d u c t s , a 
r e s t r i c t i o n w h i c h became more a c u t e due t o t h e exchange l a g i n 
f o r c e d u r i n g t h a t p e r i o d . N e v e r t h e l e s s , t h e r e were a l s o 
compensatory measures w h i c h aimed a t g u a r a n t e e i n g p r o f i t a b i l i t y 
o f t h e i n d u s t r i a l s e c t o r . I n e f f e c t , c r e d i t l i n e s were 
m a i n t a i n e d f o r t h e d a i r y i n d u s t r y and new ones were Qpened, 
w h i c h , i n a d d i t i o n , e n j o y e d l o w e r i n t e r e s t r a t e s than t h o s e on 
t h e market and w h i c h were d e s t i n e d p r e c i s e l y t o p a l l i a t e 
i n c r e a s e s e x p e r i e n c e d i n p r o d u c t i o n c o s t s . T h i s measujre was 
complemented i n t u r n by t h e l i f t i n g o f t a x e s b u r d e n i n g c a p i t a l 
goods' i m p o r t s (machinery) r e q u i r e d by t h e d a i r y i n d u s t r y and 
w h i c h up u n t i l t h e n had been s u b j e c t t o a s e r i e s o f r e s t r i c t i o n s . 
I n C o l o m b i a , d a i r y p o l i c y has g e n e r a l l y aimed a t p r o t e c t i n g 
t h e i n d u s t r i a l s e c t o r , p a r t i c u l a r l y m i l k p r o d u c t p r o d u c e r s . Dp 
u n t i l t h e end o f t h e s e v e n t i e s p r o d u c e r p r i c e s f o r m i l k were 
f i x e d , w h i l e t h e p r i c e o f m i l k b y - p r o d u c t s remained f r e e . 
S u b s e q u e n t l y , i n t h e p r e s e n t decade, a l t h o u g h t h e r e were b r i e f 
p e r i o d s o f c o n t r o l , p r o d u c e r p r i c e s were a l s o d e c o n t r o l l e d . 
Under t h e s e c i r c u m s t a n c e s , medium and l a r g e p r o d u c e r s were a b l e 
t o n e g o t i a t e b e t t e r terms f o r t h e p r i c e o f m i l k u s e d by i n d u s t r y 
i n t h e p r o d u c t i o n o f b y - p r o d u c t s . However, a t t h e same t i m e , and 
a s a way o f c o m p e n s a t i n g i n d u s t r i a l i s t s , raw m a t e r i a l i m p o r t s 
d e s t i n e d f o r i n d u s t r y were f r e e d f rom t h e r e s t r i c t i v e q u o t a 
s y s t e m i n f o r c e up u n t i l t h a t t i m e , and c o n t r o l s were a l s o l i f t e d 
on consumer p r i c e s f o r p a s t e u r i z e d m i l k . I n p a s s i n g i t may be 
m e n t i o n e d t h a t s m a l l p r o d u c e r s t o o k advantage o f t h i s o p p o r t u n i t y 
t o m a r k e t c l o s e t o 70% o f t h e i r p r o d u c t i o n i n t h e form o f raw 
m i l k and h a n d i c r a f t c h e e s e s , whose p r i c e s , as w e l l as t h e 
s a n i t a r y c o n d i t i o n s under w h i c h t h e y were p r o c e s s e d , were n o t 
s u b j e c t t o any k i n d o f c o n t r o l s due t o t h e e x i g u o u s n a t u r e o f 
f a r m i n g i n f r a s t r u c t u r e . 
C r e d i t r e s o u r c e s w h i c h t h e p u b l i c s e c t o r d e s t i n e d f o r t h e 
s u p p o r t o f t h e C o l o m b i a n d a i r y s u b s e c t o r w e r e a i m e d 
p r e f e r e n t i a l l y a t medium and l a r g e f a r m s , w h i c h were t h e ones 
c o n t r i b u t i n g t h e g r e a t e r p a r t o f n a t i o n a l raw m a t e r i a l employed 
b y p r o c e s s i n g i n d u s t r i e s . Farms u s e d t h o s e c r e d i t s 
p r e f e r e n t i a l l y t o c o n s t r u c t t h e i n f r a s t r u c t u r e n e c e s s a r y f o r 
h a n d l i n g m i l k , t h a t i s , i n g e n e r a l , f o r s t o r a g e , c o n s e r v a t i o n , 
and hygene o f t h e p r o d u c t , and t h e y r e l i e d on t h e t e c h n i c a l and 
t r a i n i n g a s s i s t a n c e o f i n d u s t r i e s t o e x e c u t e t h i s phase o f t h e 
d a i r y p r o c e s s . 
What o c c u r r e d i n P e r u d u r i n g t h e second h a l f o f t h e 
p r e c e d i n g decade p r o v i d e s a n o t h e r good example o f t h e way i n 
w h i c h p r o t e c t i v e p o l i c i e s a c t ; i n t h i s c a s e t h e r o l e p l a y e d by 
i m p o r t p o l i c i e s and t h e i r n e g a t i v e i m p a c t on p r o d u c t i o n and 
p r o f i t a b i l i t y o f t h e S e r r a n a r e g i o n , t h e main d a i r y r e g i o n o f t h e 
c o u n t r y i s p a r t i c u l a r l y h i g h l i g h t e d . Throughout t h i s p e r i o d , 
p r i c e s r e c e i v e d by p r o d u c e r s l o c a t e d m o s t l y i n t h i s a r e a , were 
m a i n t a i n e d w i t h o u t r e v i e w , even r e a c h i n g t h e p o i n t o f b e i n g 
r e d u c e d , d e s p i t e t h e f a c t t h a t d u r i n g t h i s p e r i o d p r o d u c e r s were 
c o n t r i b u t i n g , on a v e r a g e , 53% o f t h e t o t a l volume produced. 
C o n v e r s e l y , t h e i m p o r t p o l i c y on powdered m i l k was e x t r e m e l y 
a c t i v e , p e r m i t t i n g p r o c e s s i n g i n d u s t r i e s t o s i g n i f i c a n t l y r e d u c e 
t h e i r c o s t s , t h a n k s t o s p e c i a l t a r i f f s and t o t h e l a g s t h e y 
e n j o y e d i n exchange r a t e . Between 1975 and 1979, m i l k p r o c e s s e d 
i n t h e c o u n t r y c o n t a i n e d 70% o f i m p o r t e d raw m a t e r i a l . The 
r e m a i n i n g 30% was made up o f f r e s h m i l k t h a t was n a t i o n a l i n 
o r i g i n , and p a r t o f whose c o s t was a b s o r b e d by t h e s t a t e , w h i c h , 
i n e f f e c t , p a i d a s e t aunount t o i n d u s t r i e s u s i n g i t . To 
e x o n e r a t e t h i s p o l i c y o f " r e v e r s e p r o t e c t i o n " one would have t o 
s a y t h a t i n P e r u , more t h a n 80% o f d a i r y farms a r e owned by s m a l l 
p r o d u c e r s , who, d e s p i t e t h e i r g e n e r a t i n g 70% o f n a t i o n a l raw m i l k 
p r o d u c t i o n , d e s t i n e 60% o f what t h e y p r o d u c e t o s e l f - c o n s u m p t i o n , 
t o t h e f e e d i n g o f c a l v e s and t o d i r e c t s a l e s . The f a c t t h e n t h a t 
7 
s m a l l p r o d u c e r s do n o t send more t h a n 40% o f t h e i r p r o d u c t i o n t o 
p r o c e s s i n g p l a n t s i s o n l y p a r t l y due t o m a r k e t i n g p r o b l e m s , 
because, i n a c t u a l i t y b e h i n d t h i s f a c t a r e c o n c e a l e d s e r i o u s 
d e f i c i e n c i e s i n p r o d u c t i v i t y and i n f r a s t r u c t u r e w h i c h a f f e c t 
them. I n e f f e c t , i t i s v e r y p r o b a b l e t h a t n o t o n l y w o u l d t h e 
a b s o l u t e q u a n t i t y b u t a l s o t h e p e r c e n t a g e o f t h e i r p r o d u c t i o n 
d e l i v e r e d t o i n d u s t r i e s i n c r e a s e c o n s i d e r a b l y i f t h e s e 
d e f i c i e n c i e s were overcome. 
I n B o l i v i a , and Ecuador s i m i l a r p r o d u c e r p r i c i n g p o l i c i e s 
were implemented, i . e . , c o n t r o l v i a c e i l i n g s o r d i r e c t p r i c e 
s e t t i n g . I n b o t h c a s e s , however, t h e p r i c e o f b y - p r o d u c t s was 
f r e e . On t h e o t h e r hand, i n Ecuador t h e p u b l i c s e c t o r a l s o 
r e s o r t e d t o i m p o r t i n g powdered m i l k , p a r t i c u l a r l y d u r i n g t h e 
p r e v i o u s decade, s u b s e q u e n t l y r e c o n s t i t u t i n g i t and m i x i n g i t 
w i t h l i q u i d m i l k o f n a t i o n a l o r i g i n , t o t h e even g j r e a t e r 
d e t r i m e n t o f d i r e c t p r o d u c e r s . The p r i c e p a i d by t h e 
p a s t e u r i z i n g i n d u s t r y f o r t h i s p a r t i c u l a r p r o d u c t was 
s i g n i f i c a n t l y l o w e r t h a n t h e p r i c e p a i d t o n a t i o n a l r a v m i l k 
p r o d u c e r s , w h i c h meant t h a t t h e p a s t e u r i z i n g i n d u s t r y was 
r e c e i v i n g a d i r e c t s u b s i d y i n t h i s r e s p e c t . 
An a t t e m p t h a s made t o j u s t i f y t h e s e l e c t i v e o r 
d i s c r i m i n a t o r y n a t u r e o f market i n c e n t i v e s ( which, as seen, 
t e n d e d t o be t o be d e t r i m e n t a l t o d i r e c t p r o d u c e r s ) m a i n t a i n i n g 
t h a t t h e s e p o l i c i e s p r o t e c t consumer incomes and improve t h e i r 
f o o d l e v e l . However, what t h e s e p o l i c i e s c a u sed i n t h e m a j o r i t y 
o f c o u n t r i e s o f t h e r e g i o n was, i n f a c t , a segmenting o f 
consumpt i o n b o t h i n terms o f q u a l i t y and d i v e r s i t y o f m i l k 
p r o d u c t s . T h i s s e g m e n t i n g a r o s e e s s e n t i a l l y f r o m t h e 
i m p l e m e n t a t i o n o f a p o l i c y o f f r e e p r i c i n g f o r b y - p r o d u c t s and a 
r e d u c t i o n o f c o s t s f o r m i l k d e s t i n e d f o r p a s t e u r i z a t i o n . I n 
B r a z i l , f o r e x a m p l e , consumer s a l e p r i c e s were s e t f o r 
p a s t e u r i z e d m i l k so t h a t i n t h i s c a s e , d i s c r i m i n a t i o n o ccuyed a t 
a n o t h e r p o i n t , n a m e l y , between t h e p a s t e u r i z i n g and t h e 
p r o c e s s i n g s t a g e s o f b y - p r o d u c t s , s i n c e s m a l l p l a n t s a r e o n l y 
a l l o w e d t o p a s t e u r i z e , w h i l e t h e l a r g e ones a r e r e s p o n s i b l e f o r 
p r o d u c i n g b y - p r o d u c t s . 
B. NEOLIBERAL OR APERTURIST MARKET POLICIES 
M a r k e t p o l i c i e s w h i c h a r e n e o l i b e r a l i n n a t u r e a r e t h o s e w h i c h 
seek t o a f f e c t p r o f i t a b i l i t y v a r i a b l e s by l e t t i n g t h e market 
f r e e l y d e t e r m i n e r e s o u r c e a l l o c a t i o n . I n t h i s c a s e t h e s t a t e 
o n l y e x e r c i s e s i n d i r e c t c o n t r o l , a t t e m p t i n g t o improve o v e r a l l 
e f f i c i e n c y and p r o d u c t i v i t y w i t h o u t b e n e f i t t i n g o r p r o t e c t i n g 
s p e c i f i c g r o u p s , t h a t i s t o say, w i t h o u t a d o p t i n g d i s c r i m i n a t o r y 
measures, a t l e a s t i n appearance. The i n s t r u m e n t s a p p l i e d have 
t o do w i t h v a r i a b l e s t h a t a r e macroeconomic i n n a t u r e (exchange 
r a t e , i n f l a t i o n , f o r e i g n terms o f t r a d e ) whose adequate 
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management would a l l o w f o r t h e l e a d i n g o f t h e economy t o w a r d s 
g r o w t h , s t a b i l i z a t i o n and c o m p e t i t i o n w i t h i n a c p n t e x t o f 
e q u i l i b r i u m . 
N e o l i b e r a l p o l i c i e s had an i n f l u e n c e on t h e development o f 
t h e d a i r y s u b s e c t o r i n t h o s e c o u n t r i e s w h i c h promoted openess o f 
t h e i r economies f o r r e l a t i v e l y e x t e n d e d p e r i o d s . T h e r e f o r e we 
s h a l l n o t d e a l h e r e w i t h t h o s e c o u n t r i e s where n e o l i b e r a l t y p e s 
o f measures were implemented under v e r y l i m i t e d c i r c u m s t a n c e s and 
f o r v e r y b r i e f p e r i o d s and w h i c h f o r t h a t v e r y r e a s o n , d i d n o t 
have a chance t o m o d i f y t h e development s t r a t e g y i n f o r c e . Such 
was t h e c a s e , f o r example, w i t h t h e d a i r y programme implemented 
i n C o l o m b i a i n 1987, t h r o u g h w h i c h t h e s e t t i n g up o f a m i l k 
m a r k e t i n g f u n d was e s t a b l i s h e d w i t h r e s o u r c e s from l a r g e 
p r o d u c e r s and p r i v a t e i n d u s t r i a l i s t s : t h e s e r e s o u r c e s s e r v e d t o 
e n c o u r a g e t h e p r o c e s s i n g o f n a t i o n a l raw m a t e r i a l s and t o promote 
c o n s u m p t i o n o f d a i r y p r o d u c t s . N e i t h e r s h a l l we d e a l h e r e w i t h 
t h e c a s e o f Guatemala, whose government d e c o n t r o l l e d l i q u i d m i l k 
p r i c e s i n 1981, due t o t h e i m p o s s i b i l i t y o f r e a c h i n g an agreement 
on p r i c e s w i t h A l t i p l a n o p r o d u c e r s , f o r t h e most p a r t , s m a l l and 
medium p r o d u c e r s . 
None o f t h e c o u n t r i e s i n w h i c h t h e d e s i g n a t e d n e o l i b e r a l 
p o l i c y was implemented i n a g e n e r a l way were a b l e t o a p p l y i t 
f u l l y i n t h e d a i r y s u b s e c t o r , due e s s e n t i a l l y t o t h e r e s i s t a n c e 
p u t up b y t h i s s e c t o r ( i n c o n j u n c t i o n w i t h some o t h e r 
a g r i c u l t u r a l s e c t o r s ) t o t h e u n p r o t e c t e d s t a t e i n w h i c h t h i s 
p o l i c y a p p e a r e d t o l e a v e them. I n t h i s way, v a r i o u s n e o l i b e r a l 
measures whose i m p l e m e n t a t i o n was a t t e m p t e d i n t h e s u b s e c t o r had 
t o b e m o d i f i e d t o be c o n v e r t e d i n t o measures t h a t were 
t r a d i t i o n a l o r p r o t e c t i v e i n n a t u r e . 
A t t h e end o f t h e p r e c e d i n g decade and b e g i n n i n g o f t h e 
p r e s e n t one, m i l k volximes p r o c e s s e d i n A r g e n t i n a underwent s e v e r e 
s t a g n a t i o n and even a r e d u c t i o n i n a b s o l u t e t e r m s . P e r c a p i t a 
d o m e s t i c c o n s u m p t i o n dropped from 219 l i t r e s i n 1976 t o 196 
l i t r e s i n 1982. I n d u s t r i a l e f f o r t s were g e a r e d t o a l a r g e e x t e n t 
t o p r o c e s s i n g cheese f o r e x p o r t , t a k i n g advantage o f b o t h t h e 
e l i m i n a t i o n o f t a x e s and o t h e r r e s t r i c t i o n s on d a i r y p r o d u c t 
s a l e s 2±>road, as w e l l as t h e r a i s i n g o f t h e r e a l exchange r a t e 
f o r t h e e n t i r e economy. A m e a s u r e w h i c h c o n t r i b u t e d 
s i g n i f i c a n t l y t o g i v i n g g r e a t e r c o m p e t i t i v e n e s s t o A r g e n t i n e 
c h e e s e was t h e m o d i f i c a t i o n o f t h e f o o d code p r o v i d e d f o r by t h e 
a d o p t i o n o f more s t r i n g e n t q u a l i t y c o n t r o l s f o r t h e p r o d u c t i o n o f 
t h i s b y - p r o d u c t . Thanks t o t h e improvement i n r e l a t i v e p r i c e s , 
c h e e s e e x p o r t volumes m u l t i p l i e d more t h a n t h r e e f o l d i n t h e 
p e r i o d m e n t i o n e d , w h i l e t h e p r o d u c t i o n and e x p o r t o f condensed 
m i l k , powdered m i l k and b u t t e r were r e d u c e d c o n s i d e r a b l y . 
The s e a r c h f o r e x p o r t m a r k e t s f o r c h eese, t h e most 
c o m p e t i t i v e p r o d u c t i n i n t e r n a t i o n a l t r a d i n g f o r t h i s p e r i o d , 
y i e l d e d r e t u r n s upon t h e e x p o r t q u o t a t o t h e U n i t e d S t a t e s b e i n g 
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s u b s t a n t i a l l y r a i s e d by v i r t u e o f an agreement r e a c h e d w i t h i n t h e 
framework o f t h e G e n e r a l Agreement on T a r i f f s and T r a d e (GATT). 
However, A r g e n t i n e p r o d u c e r s , i n d u s t r i a l i s t s and consumers began 
t o e x e r t p r e s s u r e t o r e v e r t t h e p o l i c y o f i n d i r e c t u n p r o t e c t i o n 
a f f e c t i n g them. Tax exemptions on i m p o r t s and t h e subsequent 
e n t r y i n t o t h e c o u n t r y o f h i g h l y s u b s i d i z e d d a i r y p r o d u c t s by 
member c o u n t r i e s o f t h e European Economic Community (between 1978 
and 1982, f o r example, m i l k powder and b u t t e r i m p o r t s i n c r e a s e d 
by more t h a n 30%) c a u s e d a plummeting o f p r o f i t a b i l i t y and even 
i n some c a s e s a s a t u r a t i o n o f t h e d o m e s t i c market. The 
government t h e n responded t o t h e s e p r e s s u r e s by r e i m p l e m e n t i n g a 
s e t o f t a r i f f p r o t e c t i o n measures r e l a t i v e t o t h e e n t r y o f 
f i n i s h e d d a i r y p r o d u c t s and o t h e r t a x exemption measures f o r 
i m p o r t s d e s t i n e d t o upgrade i n d u s t r i a l i n f r a s t r u c t u r e . One way 
o f c o n s o l i d a t i n g t h i s p r o t e c t i o n w h i c h we c a l l r e a c t i v e Was t h e 
c r e a t i o n o f a d a i r y i n d u s t r y commission, a p r i v a t e agency 
r e s p o n s i b l e f o r n e g o t i a t i n g and a g r e e i n g w i t h t h e p u b l i c s e c t o r 
on p o l i c i e s aimed a t p r o m o t i n g development o f t h e d a i r y s e c t o r . 
Agreements r e a c h e d by t h e government and t h i s c o i t a a i s s i o n sought 
t o c o n j u g a t e g r e a t e r p r o t e c t i o n and d e f e n s e o f t h e d o m e s t i c 
market w i t h g r e a t e r e f f i c i e n c y o f t h e p r o d u c i n g s e c t o r . I n 
e f f e c t , by v i r t u e o f t h e s e agreements t e c h n o l o g i c a l r e s e a r c h was 
s u p p o r t e d and encouraged, o r i e n t e d t o i m p r o v i n g b o t h t h e q u a l i t y 
o f raw m i l k b e i n g d e l i v e r e d t o i n d u s t r y and t o t h e p a s t e u r i z a t i o n 
p r o c e s s and, t o r a i s i n g t h e p r o t e i n component o f l i q u i d m i l k . 
L i k e w i s e consumer l i q u i d m i l k p r i c e s were s e t , w h i l e b y - p i o d u c t s 
and o t h e r m i l k s remained w i t h f r e e p r i c i n g . New q u a l i t y c o n t r o l 
measures were a l s o e n a c t e d as were measures f o r t h e m a r k e t i n g o f 
m i l k p r o d u c e d by s m a l l p r o d u c e r s . These measures, t o g e t h e r w i t h 
t h e s e t t i n g o f l i q u i d m i l k p r i c e s demanded by low-income 
consumers, had t h e e f f e c t o f segmenting and s p e c i a l i z i n g t h e 
d a i r y p r o d u c t s market f o r b o t h p r o d u c e r s and consumers. 
R i g i d c o n t r o l o f consumer p r i c e s c a u sed a s i g n i f i c a n t l a g i n 
p r o d u c e r p r i c e s . As a r e s u l t o f t h i s , t h e p r o d u c t i o n o f 
p a s t e u r i z e d m i l k was r e d u c e d by 9% i n 1984, even a f f e c t i n g normal 
s u p p l y o f t h e p r o d u c t . To remedy t h i s s i t u a t i o n , t h a t same y e a r 
t h e s t a t e s e t up a system o f a u t o m a t i c a d j u s t m e n t o f p r o d u c e r 
p r i c e s , w h i c h p e r m i t t e d p r o d u c e r s t o know i n advance what income 
t h e y w o u l d r e c e i v e d u r i n g t h e y e a r . The measure was m a i n t a i n e d 
u n t i l 1987 and d u r i n g t h a t p e r i o d m i l k p r o d u c t i o n r o s e by 30%. 
The n e o l i b e r a l paradigm w h i c h was implemented i n C h i l e from 
1975 o n w a r d , r a d i c a l l y a l t e r e d t h e p r e v i o u s a p p r o a c h o f 
c o m p r e h e n s i v e economic p o l i c y and w i t h i t , d a i r y p o l i c y . That 
y e a r , a l l c o n t r o l s on m i l k p r o d u c e r p r i c e s were e l i m i n a t e d and a t 
t h e same t i m e f r e e t r a d e o f d a i r y p r o d u c t s was encouraged t h r o u g h 
openess o f t h e c o u n t r y t o i m p o r t s and t h e s e t t i n g o f e x t r e m e l y 
low t a r i f f s . The s t a t e d purpose o f t h e s e measures was t o r a i s e 
o v e r a l l p r o d u c t i v e e f f i c i e n c y and, t h u s , t h e c a p a c i t y t o compete 
i n t h e i n t e r n a t i o n a l market. However, i n r e a l i t y , l a r g e m i l k 
p r o d u c e r s and b y - p r o d u c t p r o c e s s o r s were i n d i r e c t l y b u t markedly 
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b e n e f i t t e d . I n e f f e c t , t o meet t h e o b j e c t i v e o f i n c r e a s i n g 
o v e r a l l p r o d u c t i v e e f f i c i e n c y , t h e government p r o v i d e d f o r a s e t 
o f measures s u p p o s e d l y aimed a t r a i s i n g t h e t e c h n i c a l l e v e l o f 
t h e t r a n s f o r m a t i o n p r o c e s s , whose i m m e d i a t e r e s u l t was, 
n e v e r t h e l e s s , t h e w i d e n i n g o f demand f o r p a s t e u r i z e d m i l k and 
m i l k p r o d u c t s . I n 1978, a s ystem o f m i l k c o n t r o l and 
c l a s s i f i c a t i o n a c c o r d i n g t o g r a d e s and q u a l i t y c o n d i t i o n s was 
i m p l e m e n t e d , s p e c i f y i n g p r o c e s s a n a l y s e s , l a b o r a t o r i e s o f 
r e f e r e n c e and s u p e r v i s i o n mechanisms f o r t h a t e f f e c t . The c o s t 
o f t h e s e r e g u l a t i o n s , p a i d f o r by i n d u s t r y , was s h i f t e d o n t o 
consumer s a l e p r i c e s . As i n o t h e r c o u n t r i e s , i n C h i l e t h e 
f o r m a t i o n o f segmented markets was a l s o f o s t e r e d , b o t h on t h e 
s i d e o f t r a n s f o r m a t i o n a c t i v i t y as w e l l as on t h e s i d e o f 
c o n s i u n p t i o n . I n e f f e c t , t h r e e c a t e g o r i e s o f m i l k c o n s u m p t i o n 
were c r e a t e d : (A, B and C ) , w h i c h a t t h e same t i m e were a way o f 
e s t a b l i s h i n g a h i e r a r c h y between d i r e c t m i l k p r o d u c e r s and p r i c e s 
p a i d t o them f o r m i l k . 
E m p h a s i s on t h e need t o r a i s e t e c h n i c a l l e v e l s and 
e f f i c i e n c y a t t h e p r o c e s s i n g phase was c o n f i r m e d f rom 1978 
onward, a y e a r i n w h i c h mandatory c o m p l i a n c e w i t h a f o o d 
s a n i t a t i o n r e g u l a t i o n was d e c l a r e d , c o n t a i n i n g s p e c i f i c s t a n d a r d s 
f o r c o n t a i n e r s and l a b e l l i n g o f m i l k and i t s b y - p r o d u c t s . 
However, t h e p o l i c y o f openess towards d a i r y p r o d u c t i m p o r t s 
was o n l y a b l e t o be a p p l i e d i n C h i l e f o r one y e a r (1975) . I n 
1976, p o l i t i c a l p r e s s u r e by medium and l a r g e p r o d u c e r s i n some 
way f o r c e d t h e government t o l e v y new t a x e s on powdered m i l k , 
w h i c h were added t o t h e u n i f o r m s c h e d u l e o f customs d u t i e s i n 
f o r c e a t t h a t t i m e . I n 1977 t h e measure was e x t e n d e d t o t h e 
r e m a i n d e r o f m i l k s and b y - p r o d u c t s , and t h e l e v e l s o f t h o s e 
d u t i e s c o n t i n u e d t o be r e v i s e d up u n t i l 1983, i n w h i c h y e a r t h e 
measure c e a s e d t o be implemented. I n 1984, minimum t a r i f f v a l u e s 
were imposed on d a i r y p r o d u c t s t o p r o t e c t them from s u b s i d i e s 
g r a n t e d by e x p o r t e r c o u n t r i e s t o t h e i r d o m e s t i c p r o d u c e r s . T h i s 
measure i s s t i l l i n e f f e c t t o d a y . I n 1985 new t a r i f f s u r c h a r g e s 
were a p p l i e d on powdered m i l k , b u t t e r and cheese. The p r o t e c t i o n 
w h i c h t h e government o f f e r e d t h e d a i r y s e c t o r was n o t o n l y g e a r e d 
t o t h e e x t e r i o r ; i t a l s o o p e r a t e d w i t h i n t h e c o u n t r y , as i s 
m a n i f e s t e d , f o r example, by t h e f i n a n c i a l s u p p o r t w h i c h t h e 
p u b l i c s e c t o r g r a n t e d p r o c e s s i n g p l a n t s so t h a t t h e s e c o u l d 
p e r m a n e n t l y m a i n t a i n open p u r c h a s i n g l e v e r a g e v i s - a - v i s 
p r o d u c e r s . T h i s s u p p o r t was more i n t e n s e d u r i n g t h o s e months i n 
w h i c h t h e d r o p i n m i l k p r o d u c t i o n f o r c e d t h e a c c u m u l a t i o n o f 
s t o c k . 
I n o t h e r c o u n t r i e s o f t h e r e g i o n , t h e a p p l i c a t i o n o f f r e e 
market p o l i c i e s had o t h e r k i n d s o f e f f e c t s . P r o d u c e r a g e n t s o f 
t h e d a i r y s u b s e c t o r g e n e r a l l y r e a c t e d i n a n a r c h i c f a s h i o n t o 
t h e s e measures, due, 2Ü30ve a l l , t o t h e f r a g i l i t y o f e x i s t i n g 
p r o d u c t i o n c o n d i t i o n s and t o t h e v a r i o u s and numerous s x i b s i d i e s 
w h i c h had been g r a n t e d t o p r o c e s s i n g and i n d u s t r i a l p l a n t s i n 
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p r e v i o u s p e r i o d s . These f a c t s p r e v e n t e d m o d e r n i z i n g t e c h n o l o g y 
from t r a n s l a t i n g i n t o g r e a t e r degrees o f e f f i c i e n c y , p r e c i s e l y 
b e cause t h i s r e q u i r e s n o t o n l y a p r e v i o u s r e l i a n c e on a s o l i d 
d o m e s t i c p r o d u c t i v e base, b u t i n a d d i t i o n t h a t t h e l a t t e r be 
s t r e n g t h e n e d by s t a t e i n c e n t i v e s and s u p p o r t , w h i c h would a l l o w 
i t t o d e a l w i t h new p r o f i t a b i l i t y r e q u i r e m e n t s imposed by t h e 
m a r k e t p l a c e . T h i s was p a r t i c u l a r l y a p p l i c a b l e t o what o c c u r r e d 
i n P e r u d u r i n g t h e p e r i o d 1980-1985, when p r o d u c e r and consumer 
p r i c e s were d e c o n t r o l l e d , and a l l s u b s i d i e s g r a n t e d t o i m p o r t e d 
d a i r y i n p u t s up u n t i l t h a t t i m e were r e d u c e d o r p r a c t i c a l l y 
e l i m i n a t e d . I n a d d i t i o n , t h e p u b l i c s e c t o r c e a s e d t o p r o v i d e a i d 
i n a r e a s o f t e c h n i c a l a s s i s t e n c e , c r e d i t and m a r k e t i n g ( a i d 
w h i c h , i n any c a s e , was v e r y s c a n t y , e s p e c i a l l y i n t h e s i e r r a ) . 
T h i s f a c t , added t o a s e r i e s o f s u b s t a n t i a l d e f i c i e n c i e s , as f o r 
example, t h e i n e x i s t e n c e o f s t o r a g e i n f r a s t r u c t u r e , o f an 
adequate r o a d and t r a n s p o r t a t i o n network and t h e absence o f 
s t a n d a r d s and mechanisms r e l a t i v e t o q u a l i t y c o n t r o l and hygene 
o f t h e p r o d u c t , caused a c r i s i s i n t h e s u p p l y i n g o f m i l k t o 
p r o c e s s i n g p l a n t s . D a i r y p r o c e s s i n g c o s t s s o a r e d , b e i n g 
s u b s e q u e n t l y p a s s e d on t o consumers and, i n a d d i t i o n , t r a n s l a t i n g 
i n t o a more a c u t e i n f l a t i o n a r y p r o c e s s . T h i s d i f f i c u l t s i t u a t i o n 
was p a r t i a l l y overcome t h a n k s t o i n c r e a s e s i n p r o d u c t i v i t y o f t h e 
Lima d a i r y b a s i n , l o c a t e d i n t h e c o a s t a l a r e a . T h i s p o s i t i v e 
outcome was b a s i c a l l y due t o t h e m a t u r i n g o f i n v e s t m e n t s i n major 
i r r i g a t i o n works c o n s t r u c t e d i n t h a t r e g i o n t h e p r e v i o u s decade 
and t o t h e openess o f t h e r e a l e s t a t e market t h a t b r o u g h t w i t h i t 
t h e i m p l e m e n t i n g o f n e o l i b e r a l p o l i c i e s , w h i c h , among o t h e r 
t h i n g s , promoted l a r g e s c a l e r e p l a c e m e n t o f a g r i c u l t u r a l c r o p 
f a r m i n g f o r d a i r y f a r m i n g . 
C. INSTITUTIONAL PROMOTION POLICIES 
T h i s t h i r d c a t e g o r y w i l l a t t e m p t t o d e s c r i b e t h o s e a c t i o n s by 
w h i c h t h e s t a t e s e t s l i m i t s on market o p e r a t i o n (whether i t be a 
f r e e o r p r o t e c t e d one) and se e k s t o overcome problems o f 
st2Ü3Ílity w h i c h c o u l d r e s u l t i n t h e economic c y c l e o r o v e r t h e 
s h o r t t e r m from t h e a p p l i c a t i o n o f g i v e n measures. I n some 
c a s e s , i n s t i t u t i o n a l p r o m o t i o n p o l i c i e s aim a t s a t i s f y i n g b a s i c 
s o c i a l needs o r a t r e s o l v i n g problems o f p o v e r t y o r i n e q u a l i t y , 
w i t h o u t p r e j u d i c e t o p e r m i t t i n g market f o r c e s t o a c t w i t h a 
c e r t a i n d e g r e e o f l i b e r t y i n t h o s e p r o d u c t i v e a r e a s w h i c h o p e r a t e 
i n a profit2ü:)le manner. The p x i b l i c d e c i s i o n s we a r e r e f e r r i n g t o 
h e r e a r e removed from t h e p u r e l y c o m m e r c i a l d i s t r i b u t i v e paradigm 
t o t h e e x t e n t t h a t t h e y a c t t h r o u g h t h e f o r m u l a t i o n and 
i m p l e m e n t a t i o n o f u r g e n t p l a n s and programmes, whose s o c i a l 
e x p e n d i t u r e s and i n v e s t m e n t s a r e t h e r e f o r e n o t s u b j e c t t o 
i m p o s i t i o n s o f s u p p l y , demand and p r i c i n g , a l t h o u g h , as i s 
n a t u r a l , t h e y n e c e s s a r i l y have r e p e r c u s s i o n s on t h e performance 
o f t h e s e v a r i a b l e s . 
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One o f t h e most i m p o r t a n t m a n i f e s t a t i o n s o f p r o m o t i o n p o l i c y 
i n c o \ i n t r i e s o f t h e r e g i o n , was t h e c o n s t r u c t i o n o f d a i r y 
i n d u s t r i a l p l a n t s . I n t h i s c a s e , p u b l i c a g e n c i e s g e n e r a l l y t o o k 
upon t h e m s e l v e s t h e p a r t i a l o r t o t a l d e s i g n , s i t i n g , and even 
c o n s t r u c t i o n o f t h e p l a n t s , w h i c h , once f i n i s h e d , were n o r m a l l y 
p a s s e d o n t o c o o p e r a t i v e p r o d u c e r hands. 
I n t h e m a j o r i t y o f c o u n t r i e s o f ^he r e g i o n , t h e s e p o l i c i e s 
e f f e c t i v e l y c o n t r i b u t e d t o p r o m o t i n g d a i r y a c t i v i t y , e s p e c i a l l y 
d u r i n g t h e p r e s e n t c r i t i c a l decade. I n e f f e c t , d u r i n g t h i s 
p e r i o d , t h e s e p o l i c i e s p l a c e d g r e a t e r emphasis on r e d u c i n g t h e 
h e t e r o g e n i t y e x i s t i n g among p r o d u c e r s , a t t e m p t i n g t o broaden 
o p p o r t u n i t i e s f o r s m a l l p r o d u c e r s and p e a s a n t s . On t h e o t h e r 
hand, a t t e m p t s were a l s o made t o improve f o o d s a f e t y and t o r a i s e 
t h e n u t r i t i o n l e v e l s o f low-income consumers t h r o u g h s x i b s i d i z e d 
d a i r y p r o d u c t d i s t r i b u t i o n programmes. I n g e n e r a l , t h e s e p l a n s 
r e l i e d on t h e complementary o r p r i n c i p a l c o n t r i b u t i o n o f v a r i o u s 
i n t e r n a t i o n a l a g e n c i e s i n such d e c i s i v e a r e a s as f i n a n c i n g , 
t e c h n o l o g y o r t r a i n i n g . 
P u b l i c o r g a n i s m s a l s o promoted f o d d e r p r o d u c t i o n , g e n e t i c 
u p g r a d i n g o f c a t t l e , u se o f mechanized equipment and e v e r y t h i n g 
r e l a t e d t o r a i s i n g p r o d u c t i v i t y . 
F o l l o w i n g , we s h a l l examine t h e way i n w h i c h p r o m o t i o n 
p o l i c i e s a c t e d i n some c o u n t r i e s o f t h e r e g i o n . 
I n B o l i v i a , f o r example, t h e i n s t i t u t i o n a l d a i r y p r o m o t i o n 
p o l i c y came i n t o e x i s t e n c e i n t h e e a r l y p a r t o f t h e s e v e n t i e s 
w i t h t h e c r e a t i o n o f t h e D a i r y I n d u s t r y E n t e r p r i s e (EIL) an 
agency i n c h a r g e o f c o o r d i n a t i n g d a i r y development o f t h e 
c o u n t r y . I n 1974, E I L , w i t h t h e s u p p o r t o f t h e W o r l d Food 
Programme (WFP), s t a r t e d up t h e f i r s t p i l o t p r o j e c t f o r t h e 
p r o m o t i o n o f d a i r y i n g . 
S u b s e q u e n t l y , and up u n t i l t h e end o f t h a t decade, i t 
c o n s t r u c t e d and a d m i n i s t e r e d f i v e p r o c e s s i n g p l a n t s w h i c h , i n 
p a s s i n g i t may be s a i d t h a t , c u r r e n t l y t h e y o n l y o p e r a t e a t 30% 
c a p a c i t y . The p o l i c y f o r p r o d u c t i o n p r o m o t i o n was e s s e n t i a l l y 
b a s e d on f a r m a s s i s t a n c e w h i c h was d i s t r i b u t e d a c c o r d i n g t o 
e x i s t i n g i n f r a s t r u c t u r e and t h e p o s s i b i l i t i e s t h e y had v i s - a - v i s 
t h e m a r k e t . A t t h e same t i m e , t h e p r o c e s s i n g p l a n t s opened up 
steüale and t o t a l p u r c h a s i n g l e v e r a g e f o r s m a l l p r o d u c e r s , who, i n 
a d d i t i o n c o u l d choose t h e d e s t i n a t i o n o f t h e i r p r o d u c t i o n . That 
i s , t h e y c o u l d choose whether i t became ch e e s e , b y - p r o d u c t s o r 
w h e t h e r i t was t o be s o l d i n t h e form o f p a s t e u r i z e d m i l k : 
p l a n t s p a i d d i f f e r e n t p r i c e s d e p e n d i n g on t h e q u a l i t y o f 
s h i p m e n t s and t h e f i n a l form t h e y a d o p t e d . I n a d d i t i o n , s m a l l 
p r o d u c e r s r e c e i v e d t e c h n i c a l and f i n a n c i a l s u p p o r t , as w e l l as 
advance payments f o r t h e p u r c h a s e o f i n p u t s , implements and t h e 
l e a s i n g o f m a c h i n e r y a t below-market p r i c e s . 
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I n t h e c u r r e n t decade, E I L and WFP have u n d e r t a k e n a 
programme o f modules o f d a i r y development w h i c h e s s e n t i a l l y 
c o n s i s t s o f t r a i n i n g g roups o f p e a s a n t s so t h a t t h e y may t h e n 
work c o l l e c t i v e l y f o r a p e r i o d o f f o u r y e a r s i n t h e d a i r y i n g . I n 
a d d i t i o n , t h e p e a s a n t s r e c e i v e t e c h n i c a l , v e t e r i n a r y and c r e d i t 
a s s i s t a n c e . 
As was i n d i c a t e d above, s t a t e p r o m o t i o n p o l i c i e s were 
u n d e r t a k e n i n an e n v ironment dominated by n e o l i b e r a l - t y p e 
p o l i c i e s , so t h a t i n many c a s e s t h e y adopted t h e forms t y p i c a l t o 
t h e s e . Thus i t has o c c u r r e d i n C h i l e s i n c e 1983, a c o u n t r y i n 
w h i c h s t a t e measures t e n d t o o p e r a t e t h r o u g h market mechanisms. 
The maintenance o f p u r c h a s i n g l e v e r a g e p e r m i t t e d t h e s t a t e 
t o c o n t i n u e b e i n g , i f n o t t h e main, a t l e a s t one o f t h e most 
i m p o r t a n t r e c e p t o r s o f powdered m i l k p r o d u c e d i n t h e c o u n t r y , 
m i l k w h i c h was s u b s e q u e n t l y d e s t i n e d t o s t o c k complementary f o o d 
programmes ( m a t e r n i t y - i n f a n t ) w h i c h t h e N a t i o n a l H e a l t h S e r v i c e 
was i n c h a r g e o f . 
However, u n l i k e what o c c u r r e d p r i o r t o 1973, c u r r e n t l y s t a t e 
demand can be c o v e r e d by b o t h d o m e s t i c and e x t e r n a l p r o d u c t s : 
t h e c h o i c e depends e x c l u s i v e l y upon p r i c e , so t h a t t h e i n c e n t i v e 
f o r p r o d u c t i o n i n t h i s c a s e i s somewhat l e s s d i r e c t , s i n c e what 
i s i n t e n d e d w i t h t h e s e p u r c h a s e s i s , i n a d d i t i o n , and p r i m a r i l y , 
t o r e g u l a t e t h e s u p p l y and p r i c e s o f p r o c e s s i n g companies. 
From 1983 onward t h e p r o m o t i o n p o l i c y implemented i n C h i l e 
has a l l o c a t e d r e s o u r c e s f o r i m p r o v i n g t h e p r o d u c t i o n c o n d i t i o n s 
o f s m a l l p r o d u c e r s , e s p e c i a l l y i n t e r m s o f s t o r a g e 
i n f r a s t r u c t u r e , and hygene and c o n s e r v a t i o n c o n d i t i o n s , i n o r d e r 
t o e n s u r e and i n c r e a s e m i l k d e l i v e r i e s t o i n d u s t r y . Thus, f o r 
example, s t o r a g e c e n t e r s were c r e a t e d w i t h s t e e l t a n k s t h a t 
a l l o w e d f o r m i l k t o be c o n s e r v e d a t adequate t e m p e r a t u r e s and 
u n der b e t t e r h y g e n i c c o n d i t i o n s , w h i c h e v i d e n t l y r e s u l t e d i n 
c o s t s r e d u c t i o n s t o s m a l l p r o d u c e r s . T h i s programme d e s i g n a t e d 
"one o f r e c o v e r y and u p g r a d i n g o f d a i r y i n g i n s m a l l a g r i c u l t r u a l 
a r e a s " was implemented i n c o n j u n c t i o n w i t h t h e p u b l i c agency, t h e 
C o r p o r a t i o n f o r P r o m o t i o n o f P r o d u c t i o n (CORFO) and a p r i v a t e 
e n t i t y , t h e M i l k T e c h n o l o g i c a l C e n t r e . A l o n g t h e s e same l i n e s , 
t h e p u b l i c s e c t o r s u p p o r t e d a programme f o r u p g r a d i n g h a n d i c r a f t 
c h e e s e f a c t o r i e s , w h i c h e s s e n t i a l l y c o n s i s t e d o f t r a i n i n g s m a l l 
p r o d u c e r s t o a l l o w them t o improve t h e hygene and q u a l i t y 
c o n d i t i o n s o f c h e e s e p r o d u c t i o n and t h u s r a i s e t h e i r e f f i c i e n c y . 
I t i s u s e f u l t o p o i n t o u t h e r e t h a t h a n d i c r a f t c heese f a c t o r i e s 
c u r r e n t l y c o n t r i b u t e o v e r 50% o f t h e c o u n t r y ' s cheese p r o d u c t i o n . 
I n s t r i c t l y i n s t i t u t i o n a l t e r m s , t h e p u b l i c s e c t o r 
r e a c t i v a t e d t h e N a t i o n a l M i l k Commission (CNL) from 1983 onward, 
an agency r e s p o n s i b l e f o r c o o r d i n a t i n g t h e a c t i v i t i e s o f v a r i o u s 
segments o f t h e d a i r y s u b s e c t o r . The Commission p r i m a r i l y t o o k 
upon i t s e l f t h e t a s k o f e x p a n d i n g demand f o r m i l k p r o d u c t s , w i t h 
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t h e d o u b l e p u r p o s e o f a s s u r i n g t h e industries» market and o f 
r a i s i n g p e r c a p i t a c o n s u m p t i o n l e v e l s o f t h e p o p u l a t i o n . As o f 
1986, v a r i o u s p r o m o t i o n and e d u c a t i o n campaigns were s t a r t e d , 
aimed a t i m p r o v i n g t h i s i n d i c a t o r , w h i c h i n 1985 r e a c h e d o n l y 53% 
o f t h e l e v e l recommended by FAO. 
The t h o r o u g h n e s s , scope and e f f i c i e n c y o f t h e s e p o l i c i e s 
v a r i e d as a f u n c t i o n o f t h e c o n t r o l e x e r t e d by v a r i o u s p r i v a t e 
g r o u p s on p u b l i c d e c i s i o n - m a k i n g . I n C o l o m b i a , f o r example, as 
r e c e n t l y a s 1987 t h e p r a c t i c e o f c o n t r o l l i n g q u a l i t y i n t h e 
p r o d u c t i o n and p r o c e s s i n g phases o f m i l k and i t s b y - p r o d u c t s was 
begun, b e c a u s e o n l y t h e n were m a j o r p r o d u c e r s and i n d u s t r i a l 
p l a n t s , who s y s t e m a t i c a l l y r e j e c t e d q u a l i t y c o n t r o l , c o n v i n c e d t o 
f i n a l l y a ccede t o i t . 
On t h e o t h e r hand, i n C o l o m b i a p u b l i c measures were a l s o 
t a k e n t h a t were s i m i l a r t o t h o s e o f o t h e r c o u n t r i e s o f t h e 
r e g i o n . So i t was t h a t , i n o r d e r t o i n c r e a s e i n t e r m e d i a t e demand 
f o r n a t i o n a l raw m a t e r i a l and t o improve consumption l e v e l s , t h e 
p u b l i c s e c t o r c r e a t e d a m a r k e t i n g f u n d and c a r r i e d o u t 
e d u c a t i o n a l campaigns on t h e n u t r i t i o n a l v a l u e o f d a i r y p r o d u c t s . 
These programmes were f i n a n c e d w i t h s t a t e and p r i v a t e r e s o u r c e s . 
The i m p l e m e n t a t i o n o f t h e subprogramme c a l l e d "drop o f m i l k " , 
w h i c h c o n s i s t e d o f p r o v i d i n g t h e p r o d u c t t o t h e i n f a n t p o p u l a t i o n 
a t s u b s i d i z e d p r i c e s , was c a r r i e d o u t on t h e b a s i s o f p u r c h a s e s 
and e x t e r n a l d o n a t i o n s . 
I n o t h e r c a s e s p r o m o t i o n p o l i c y had t o be implemented 
c i r c x i m s t a n t i a l l y on t h e market i n o r d e r t o e x e r t more permanent 
e f f e c t s on d o m e s t i c p r o d u c t i o n and on s o c i a l d i s t r i b u t i o n . Such 
was t h e c a s e w i t h Ecuador, where i n c r e a s e s i n p r i v a t e p r o c e s s i n g 
a n d i n d u s t r i a l i z a t i o n a c t i v i t y and t h e m i l k e x p o r t boom 
t h r o u g h o u t t h e s e v e n t i e s c a u sed s e v e r e p r i c e d i s t o r t i o n s and t h e 
s u b s e quent r e j e c t i o n by consumers a t p o p u l a r l e v e l s . From 1980 
onward, t h e p u b l i c s e c t o r t h e n implemented c o n t r o l measures on 
voltunes o f powdered m i l k i m p o r t e d and a t t h e same t i m e s e t 
d i s t r i b u t i o n q u o t a s i n a c c o r d a n c e w i t h t h e p r o c e s s i n g c a p a c i t y o f 
p l a n t s , i n o r d e r t o e n s u r e t h a t t h e s e would a l s o make room f o r 
n a t i o n a l raw m i l k . I n a d d i t i o n , m i l k r e c o n s t i t u t e d w i t h n a t i o n a l 
i n p u t s was g i v e n a b e t t e r p r i c e t h a n t h a t u s i n g i m p o r t e d i n p u t s . 
The government a t t h e t i m e t o o k advantage o f t h i s d i f f e r e n c e t o 
c a r r y o u t a m a s s i v e m i l k d i s t r i b u t i o n programme t o m a r g i n a l and 
low-income g r o u p s , t h e p r i c e o f w h i c h was, t h a n k s t o s i o b s i d i e s , 
n e a r l y t h r e e t i m e s l o w e r t h a n t h a t p r e v a i l i n g i n t h e m a rket. 
I n E cuador, s t a t e p o l i c y f o r t h e p r o m o t i o n o f d a i r y i n g i n 
t h e l a t t e r p a r t o f t h i s decade aimed a t s u p p o r t i n g a s s i s t a n c e 
progreunmes t o s m a l l p e a s a n t p r o d u c e r s who formed p a r t o f 
i n t e g r a t e d r u r a l development p r o j e c t s . These programmes were 
o f f i c i a l l y managed and implemented by i n t e r n a t i o n a l a g e n c i e s and 
f o r e i g n governments, s u c h as FAO, t h e W o r l d Bank, t h e Agency f o r 
I n t e r n a t i o n a l Dvelopraent ( A I D ) , t h e Government o f S w i t z e r l a n d , 
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t h e Government o f t h e N e t h e r l a n d s and o t h e r s , i n t h e a r e a s o f 
h a n d i c r a f t c heese f a c t o r i e s , f a r m p r o c e s s i n g and m a r k e t i n g o f 
m i l k and t r a i n i n g i n d a i r y i n g . 
M e x i c o and Panama a r e p e r h a p s t h e c o t m t r i e s where s t a t e 
p r e s e n c e was s t r o n g e s t i n d a i r y i n g . L i k e o t h e r c o u n t r i e s o f t h e 
r e g i o n , t h e s e two n a t i o n s u s e d t h e market as an i n t e r m e d i a r y , b u t 
t h e d e g r e e t o w h i c h t h e p t i b l i c s e c t o r imposed and c o n t r o l l e d t h e 
s t r a t e g y o f a c t i v i t y was, i n t h i s c a s e , much g r e a t e r . However, 
t h e s e c o u n t r i e s emphasized d i f f e r e n t a s p e c t s o f t h i s a c t i v i t y ; 
M e x i c o d i d so i n t h e p r o c e s s i n g and cons\amption phases, t o a 
c e r t a i n e x t e n t d i s r e g a r d i n g p r o d u c t i o n ; Panama p r e f e r r e d t o aim 
a t p r o d u c t i o n . From 1984 onward, however, b o t h c o u n t r i e s had t o 
e x t e n d c o n t r o l and p l a n n i n g o f t h o s e phases w h i c h up u n t i l t h e n 
had r e m a i n e d r e l a t i v e l y f r e e from s t a t e i n t e r v e n t i o n . 
I n M e x i c o , t h e governments o f t h e l a s t two decades imposed 
t h e a c h i e v i n g o f s e l f - s u f f i c i e n c y i n f o o d as a p r i m a r y o b j e c t i v e . 
M i l k o c c u p i e d a p r e p o n d e r a n t p l a c e i n t h i s t a s k . However, as i t 
was i n d i c a t e d a moment ago, M e x i c a n p u b l i c p o l i c y t e n d e d t o 
b e n e f i t t h e u r b a n consumer more t h a n t h e p r o d u c t i v e s e c t o r . I n 
any c a s e , t h e s t a t e p l a y e d a v e r y a c t i v e r o l e i n a l l o c a t i n g 
r e s o u r c e s f o r p r o d u c t i o n . Thus, f o r example, t h e p u b l i c s e c t o r 
c o n t i n u o u s l y i m p o r t e d an i m p o r t a n t p r o p o r t i o n o f c a l v e s from t h e 
U n i t e d S t a t e s and Canada w h i c h formed a r e p l a c e m e n t h e r d and, 
l i k e w i s e , f i n a n c e d t h e i m p o r t i n g o f h a l f t h e semen doses d e s t i n e d 
f o r a r t i f i c i a l g e n e t i c improvement. 
Through s t a t e p o l i c y i n c e n t i v e s , m i n o r i r r i g a t i o n works were 
l i k e w i s e c o n s t r u c t e d i n zones s p e c i a l i z i n g i n m i l k p r o d u c t i o n , 
t h e A l t i p l a n o and t h e n o r t h o f t h e c o u n t r y and numerous r e s e a r c h 
p r o j e c t s were d e v e l o p e d t o a d apt d a i r y cows t o t h e c l i m a t i c 
c o n d i t i o n s o f t h e t r o p i c s , a zone w i t h a d o u b l e p u r p o s e , i . e . , 
suitíüsle f o r b e e f c a t t l e r a n c h i n g and t o a l e s s e r degree f o r 
d a i r y i n g , b u t i n any e v e n t , s u p e r i o r t o t h e A l t i p l a n o and t h e 
n o r t h e r n zone due t o i t s w e a l t h i n w a t e r r e s o u r c e s . However, 
t h e s e p o l i c i e s t u r n e d o u t t o be i n s u f f i c i e n t : m i l k s u p p l y d i d 
n o t r e a c h t h e l e v e l w h i c h government had p l a n n e d , p r i m a r i l y 
b e c a u s e o t h e r complementary measures were l a c k i n g o r were v e r y 
s c a r c e , s u c h a s , f o r example, t h o s e p e r t a i n i n g t o t e c h n i c a l 
a s s i s t a n c e f o r s h o r i n g up s t o r a g e and m a r k e t i n g mechanisms and 
f o r t r a i n i n g p r o d u c e r s . 
On t h e o t h e r hand, t h e p r i c e - s e t t i n g p o l i c y a p p l i e d by t h e 
M e x i c a n p u b l i c s e c t o r i n c r e a s i n g l y narrowed t h e m a r g i n between 
t h e p r i c e p a i d by p r o c e s s i n g p l a n t s t o d i r e c t p r o d u c e r s and t h e 
p r i c e c h a r g e d consumers f o r l i q u i d m i l k . The s i i b s e q u e n t 
r e d u c t i o n i n p r o f i t a b i l i t y f o r c e d 65% o f p a s t e u r i z e r s t o w i t h d r a w 
f r o m t h a t l i n e o f b u s i n e s s i n t h e p a s t f i f t e e n y e a r s , w i t h o n l y 
t h e most mechnized p l a n t s r e m a i n i n g i n o p e r a t i o n , w h i c h i n any 
c a s e , i n 1984 o p e r a t e d a t o n l y 50% c a p a c i t y . On t h e o t h e r hemd, 
p a s t e u r i z i n g p l a n t s were o f f i c i a l l y f o r b i d d e n f r o m d i v e r s i f y i n g 
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i n t o c h e e s e , cream o r b u t t e r p r o d u c t i o n . S t a t e p o l i c y , i n 
e f f e c t , s o u g h t t o b e n e f i t t h e d a i r y p r o d u c t i n d u s t r y by g i v i n g i t 
freedom i n p r i c i n g and s p a r i n g i t any c o m p e t i t i o n . Thanks t o 
t h e s e two measures, b y - p r o d u c t p r o d u c t i o n r o s e by 30% between 
1975 and 1984 and, t h e number o f i n d u s t r i e s r o s e by 20% w i t h t h e 
emergence o f 70 new p l a n t s . 
F i n i s h e d p r o d u c t i m p o r t s were a l s o c o n t r o l l e d by t h e p u b l i c 
s e c t o r , t h e o n l y one empowered t o e f f e c t p u r c h a s e s a b r o a d . These 
c o n s i s t e d p r i m a r i l y o f d e h y d r a t e d m i l k , w h i c h t h e s t a t e s o l d a t 
s u b s i d i z e d p r i c e s t o m u l t i n a t i o n a l companies s u c h as N e s t l e and 
C a r n a t i o n and t o t h e s t a t e i n d u s t r y , L i c o n s a , t h r o u g h a system o f 
q u o t a s f i x e d i n c o n j u n c t i o n w i t h t h e p r i v a t e s e c t o r and t h e 
p u b l i c s e c t o r . Up u n t i l 1984, however, t h e q u o t a o b t a i n e d by 
L i c o n s a was n o t l o w e r t h a n 52% o f t h e t o t a l . I m ported m i l k was 
r e h y d r a t e d , combined and r e c o n s t i t u t e d a t l o w e r c o s t s t h a n t h o s e 
o f n a t i o n a l l i q u i d m i l k and, t h u s , t h e p r o d u c t r e a c h e d consximers 
a t i n d i r e c t l y s \ i b s i d i z e d p r i c e s . I n t h a t way t h e use o f n a t i o n a l 
i n p u t s was d i s c o u r a g e d and d o m e s t i c p r o d u c e r s were n e g a t i v e l y 
a f f e c t e d . I n 1984, f o r example, 70% o f l i q u i d m i l k r e a c h e d 
consumers i n t h e form o f raw m i l k . T h i s s p u r r e d t h e s t a t e t o 
r e a d j u s t p r o d u c e r p r i c e s i n a c c o r d a n c e w i t h c o s t i n f l a t i o n , and 
a t t h e same t i m e , t o a l l o c a t e a minimum e a r n i n g t o t h e s e , s e t a t 
14%. From t h a t y e a r onward, p r i v a t e i n v e s t m e n t s i n d a i r y i n g 
i n c r e a s e d , t a k i n g advantage o f b o t h t h e new p r o f i t m a r g i n as w e l l 
as o f t h e r e o r g a n i z a t i o n o f i m p o r t p o l i c y , w h i c h now went on t o 
g i v e p r e f e r e n c e t o t h e p u r c h a s i n g o f m a c h i n e r y , equipment and 
d a i r y c a t t l e . These p u r c h a s e were back e d by a s e r i e s o f 
s u b s i d i e s , w h i c h c o n s i s t e d e s s e n t i a l l y o f t a x e x e m p t i o n s , t a r i f f 
r e d u c t i o n s and p r e f e r e n t i a l i n t e r e s t r a t e s f o r c r e d i t s d e s t i n e d 
f o r t h e p u r c h a s e o f t h e s e i n p u t s . M e x i c a n d a i r y p o l i c y t h u s 
began a k i n d o f r e t u r n t o t h e t r a d i t i o n a l p r o t e c t i v e g e n r e . To 
use t h e t e r m s o f o u r c a t e g o r i e s , i t may be s a i d t h a t , t o a 
c e r t a i n e x t e n t , i n 1984 t h e r e was a s h i f t from i n s t i t u t i o n a l 
p r o m o t i o n p o l i c i e s t o w a r d s t r a d i t i o n a l market p o l i c i e s , because, 
i n e f f e c t , m a rket s i g n a l s once a g a i n went on t o have s i g n i f i c a n t 
b e a r i n g on r e s o u r c e a l l o c a t i o n and r e a l l o c a t i o n d e c i s i o n s , w i t h a 
g r e a t e r p r o p o r t i o n o f r e s o u r c e s b e i n g aimed, i n t h i s c a s e , a t t h e 
p r o d u c t i v e p h a s e , i n an a t t e m p t t o r a i s e i t s p r o f i t a b i l i t y . 
I n Panama, meanwhile, t h e r e v e r s e was o c c u r r i n g : t h e 20% 
r e d u c t i o n e x p e r i e n c e d by d a i r y p r o d u c t i o n i n t h e two y e a r p e r i o d 
1972-1974 f o r c e d t h e government t o r e a c t i v a t e t h e p o l i c y o f 
i n t e r v e n t i o n i n t h e s e c t o r f rom t h e m i d d l e o f t h a t decade onward. 
Thus i t was, f o r example, t h a t i n 1976 t h e government a t t h e t i m e 
c r e a t e d t h e N a t i o n a l D a i r y P r o m o t i o n B o a r ) , an agency w i t h 
e x e c u t i v e powers, r e s p o n s i b l e f o r e n c o u r a g i n g t h e e x p a n s i o n o f 
m i l k p r o d u c t i o n , s u p p l y and p r o c e s s i n g . The v a r i o u s progrzunmes 
s t a r t e d up as o f t h a t y e a r gave a g r e a t b o o s t t o t h e p r o d u c t i v e 
p h a s e , w h i l e r e s o u r c e a l l o c a t i o n t o t h e p r o c e s s i n g and 
i n d u s t r i a l i z a t i o n p h a s e s was p a r t i a l l y l e f t t o t h e f r e e 
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f u n c t i o n i n g o f t h e market, as was t h e h a n d l i n g o f o t h e r 
v a r i a b l e s , s u c h as p r i c e s and c r e d i t . 
Programmes aimed a t e n c o u r a g i n g p r o d u c t i o n c o v e r e d key 
a s p e c t s o f t h e d a i r y p r o c e s s . I n a l l c a s e s t h e Panamenian s t a t e 
began and d i r e c t l y a d m i n i s t e r e d t h e f i r s t s t a g e s o f t h e s e 
a c t i v i t i e s and t h e n , once t h e i n v e s t m e n t s matured, i t t r a n s f e r r e d 
t h e a c t i v i t i e s t h e m s e l v e s o r t h e i r e f f e c t s t o p r i v a t e p r o d u c e r s . 
I n t h i s way b o t h improved p a s t u r e and f o d d e r as w e l l as equipment 
were i n t r o d u c e d , w h i c h were s o l d t o p r o d u c e r s a t s u b s i d i z e d 
p r i c e s and w i t h p r e f e r e n t i a l l i n e s o f c r e d i t . To improve t h e 
g e n e t i c q u a l i t y o f t h e h e r d , t h e p u b l i c s e c t o r c a r r i e d o u t 
m a s s i v e i m p o r t i n g o f male and f e m a l e H o l s t e i n and S w i s s Brown 
b r e e d s , w h i c h c a t t l e a f t e r b e i n g a d a p t e d t o zones l o c a t e d a t o v e r 
1000 m e t r e s above s e a - l e v e l , were s o l d t o p r o d u c e r s a t e q u a l l y 
advantageous t e r m s . The s t a t e a l s o c o n s t r u c t e d p l a n t s f o r m i x i n g 
m o l a s s e s w i t h u r e a f o r t h e p u r p o s e o f p r o v i d i n g a l t e r n a t i v e f o o d 
s o u r c e s f o r d a i r y c a t t l e and f o r o vercoming t h e s e a s o n a l 
phenomenon and, i n s t a l l e d warehouses f o r d i s t r i b u t i n g t h e b l e n d 
a t v a r i o u s p o i n t s a l o n g t h e P a c i f i c c o a s t , t h e main d a i r y zone o f 
t h e c o u n t r y . L i k e w i s e , i r r i g a t i o n works were c o n s t r u c t e d , s u c h 
as w e l l s and s m a l l dams f o r s u p p l y i n g w a t e r t o t h e c a t t l e zone. 
L a s t l y , t h e s t a t e p u r c h a s e d d a i r y farms i n o r d e r t o t r a n s f o r m 
them i n t o e x p e r i m e n t a l c e n t r e s w h i c h c o u l d s u b s e q u e n t l y t r a n s f e r 
t h e i r t e c h n i c a l know-how, e s p e c i a l l y r e g a r d i n g h e r d management 
and a r t i f i c i a l i n s e m i n a t i o n . 
However, 85% o f Panamenian m i l k p r o d u c e r s a r e s m a l l p e a s a n t s 
and were consecpaently n o t i n a t e c h n o l o g i c a l n o r f i n a n c i a l 
p o s i t i o n t o b e n e f i t t o any due e x t e n t by t h e g r e a t advantages 
r e s u l t i n g from t h e p o l i c i e s i n d i c a t e d . Aware o f t h e s e p r o b l e m s , 
t h e s t a t e t h e n p u t i n t o e f f e c t , from 1982 onward, a d a i r y 
development p i l o t p r o j e c t aimed a t s m a l l p r o d u c e r s i n t h e A z u e r o 
r e g i o n , t h e zone w h i c h c o n c e n t r a t e s 60% o f t o t a l p r o d u c e r s and 
w h i c h g e n e r a t e s 55% o f n a t i o n a l d a i r y p r o d u c t i o n . I n t h i s 
p r o j e c t t h e f i v e s t a t e d a i r y farms t o w h i c h we r e f e r r e d a moment 
ago were u s e d , i n an a t t e m p t t o d e a l i n them w i t h t h e problems 
r e g a r d i n g h e r d improvement, t r a n s f e r o f t e c h n o l o g y and s u p p l y o f 
i n p u t s , as w e l l as t h o s e r e l a t i n g t o u p g r a d i n g o f s t o r a g e and 
m a r k e t i n g i n f r a s t r u c t u r e . 
I n 1984, t h e N a t i o n a l M i l k Commission, an agency j o i n t l y 
c r e a t e d by t h e p u b l i c and p r i v a t e s e c t o r s a few y e a r s p r i o r , 
a f f i r m e d t h a t o n l y 16% o f t h e m i l k d e l i v e r e d t o i n d u s t r i e s was 
d e s t i n e d f o r p a s t e u r i z a t i o n , and t h a t on a v e r a g e , i n d u s t r i e s 
d e d i c a t e d o n l y 60% o f t h e i r c a p a c i t y t o w o r k i n g w i t h n a t i o n a l raw 
m a t e r i a l axtd 40% t o p r o c e s s i n g i m p o r t e d raw m a t e r i a l . To remedy 
t h i s s i t u a t i o n t h e p u b l i c s e c t o r t h e n p r o v i d e d f o r an e x t e n s i v e 
s e r i e s o f measures aimed a t i n s t i t u t i o n a l l y c o n t r o l l i n g t h e 
s e c t o r a l p h a s e s and v a r i a b l e s w h i c h had f u n c t i o n e d i n a 
r e l a t i v e l y f r e e manner up u n t i l t h a t t i m e . Thus, f o r exeu&ple, 
powdered m i l k i m p o r t s were r e d u c e d and t a r i f f s were e s t a b l i s h e d 
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f o r t h e i n t r o d u c t i o n o f d a i r y b y - p r o d u c t s ; t h e p r i c e o f a l l 
d a i r y p r o d u c t s was f i x e d , u s i n g t h e c o s t o f n a t i o n a l raw m a t e r i a l 
as a b a s e ; s a n i t a r y c o n t r o l s were broadened t o i n c l u d e m i l k 
d e s t i n e d by i n d u s t r i e s f o r t h e p r o c e s s i n g o f b y - p r o d u c t s and, t h e 
s a l e o f n o n - p a s t e u r i z e d p r o d u c t s was p r o h i b i t e d ; raw m i l k p r i c e s 
were u n i f i e d and p e r i o d i c r e a d j u s t m e n t s o f t h e s e were p r o v i d e d 
f o r as a f u n c t i o n o f t h e i r h y g e n i c q u a l i t y . The N a t i o n a l M i l k 
Commission was e n t r u s t e d w i t h s e t t i n g consumer m i l k and m i l k 
p r o d u c t p r i c e s . u n l i k e what o c c u r r e d i n M e x i c o where r e s o u r c e s 
were r e d i r e c t e d towards t h e p r o d u c t i v e phase, p r o t e c t i v e p o l i c i e s 
i m p l e m e n t e d i n Panama were o v e r w h e l m i n g l y g e a r e d t o t h e 
a g r o i n d u s t r i a l phase o f t h e d a i r y p r o c e s s . 
D. COMPREHENSIVE INSTITUTIONAL PROMOTION POLICIES 
What we c a l l comprehensive i n scope r e f e r s t o p r o m o t i o n p o l i c i e s 
w h i c h , u n l i k e t h o s e we l o o k e d a t above, a t t e m p t t o m o d i f y t h e 
s t r u c t u r a l c o n d i t i o n s o f t h e d a i r y s u b s e c t o r i n a l l i t s a s p e c t s , 
t h r o u g h t h e a p p l i c a t i o n o f a v a s t development and t r a n s f o r m a t i o n 
p l a n . I n t h i s c a s e , p o l i c i e s c o n t i n u e t o r e l y on t h e market i n 
an a t t e m p t t o b r i d g e t h e i n t r a s e c t o r a l p r o d u c t i v i t y gap, i . e . , 
t h a t w h i c h s e p a r a t e s s m a l l p r o d u c e r s from l a r g e and medium 
p r o d u c e r s i n t h i s r e s p e c t , b u t t h e y do so w i t h i n t h e framework o f 
t h e p l a n n i n g p r o c e s s w h i c h aims a t t r a n s f o r m i n g t h e o r g a n i z a t i o n 
o f leüsour, s o c i a l r e l a t i o n s and power s t r u c t u r e o f t h e s e c t o r . 
N o n e t h e l e s s , t h e i r e f f e c t s c o u l d even e x t e n d t o o t h e r s e c t o r s o f 
t h e economy and, i n t h e f i n a l a n a l y s i s , t o t h e n a t i o n a l economic 
s y s t e m as a whole. As i s e v i d e n t , how i n - d e p t h t h e s e 
t r a n s f o r m a t i o n s a r e w i l l depend on t h e g r e a t e r o r l e s s e r 
e f f i c i e n c y w i t h w h i c h t h e p l a n i s implemented. 
I n t erms o f d a i r y i n g , none o f t h e c o u n t r i e s examined f i t 
t h i s d e s c r i p t i o n e x a c t l y . However, t h e r e m a r k a b l e q u a n t i t a t i v e 
r e s u l t s o f some e x p e r i e n c e s , t o a c e r t a i n e x t e n t g i v e an a c c o u n t 
o f t h e e x i s t e n c e o f s u c h a phenomenon as t h e one we have d e f i n e d . 
I n e f f e c t , t h e p r e s e n c e o f a s u b s e c t o r w i t h i t s own dynamic 
v i s i b l e i n i t , w h i c h i n d u c e s and encourages improvements and 
t r a n s f o r m a t i o n s i n o t h e r a c t i v i t i e s a^d v a r i a b l e s t h a t a r e g l o b a l 
o r n a t i o n a l i n n a t u r e . I n o r d e r t o o b t a i n t h e s e a c h i e v e m e n t s , 
p r o m o t i o n p o l i c y have t o f a v o u r such a s p e c t s as t h e o r g a n i z a t i o n 
and p a r t i c i p a t i o n o f p r o d u c t i v e a g e n t s , s y s t e m a t i c t r a i n i n g , 
n u t r i t i o n a l e d u c a t i o n , t h e s h a r e d b e n e f i t t i n g o f advantages 
i m p a r t e d by economies o f s c a l e , t h e openess and d y n a m i z a t i o n o f 
e x p o r t m a r k e t s . 
Two c o u n t r i e s , Umguay and C o s t a R i c a a r e noteü3le i h t h i s 
r e s p e c t i n t h e r e g i o n . Compared t o t h e r e s t o f t h e c o u n t r i e s , 
t h e r e s u l t s w h i c h t h e y a c h i e v e d i n t h e m i l k s e c t o r a r e , i n f e i c t , 
s u r p r i s i n g . I n t h e f i r s t , d a i r y p r o d u c t e x p o r t s i n c r e a s e d by 
107.4% i n t h e f i v e y e a r p e r i o d 1982-1986 and, i n C o s t a | R i c a , 
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y i e l d s (measured i n kg/cow/year) grew by 41.5% f o r t h e same 
p e r i o d , w h i l e t h e L a t i n A m e r i c a n mean f o r t h i s i n d i c a t o r dropped 
by 3.2%. 
The t y p e o f comprehensive p r o m o t i o n a p p l i e d i n Uruguay was 
t h e r e s u l t o f i n s t i t u t i o n a l m o d e r n i z a t i o n w h i c h t h e N a t i o n a l 
D a i r y P r o d u c e r s C o o p e r a t i v e (CONAPROLE), a s e m i p u b l i c e n t i t y i n 
c h a r g e o f t h e e x e c u t i o n and c o n t r o l o f t h e c o u n t r y ' s d a i r y 
p o l i c y , underwent f o r h a l f a c e n t u r y . I t s main f u n c t i o n i s t h a t 
o f s u p p l y i n g l i q u i d m i l k consumption i n M o n t e v i d e o , g a t h e r i n g and 
c o n d i t i o n i n g f o r t h i s e f f e c t , m i l k d e l i v e r e d by p r i v a t e p r o d u c e r s 
t h r o u g h a q u o t a a l l o t m e n t system. T h e r e f o r e , i t i s n o t so much a 
p r o d u c t i o n c o o p e r a t i v e p e r s e , b u t i n f a c t i t c o n t r o l s a good 
p a r t o f t h e p r o d u c t i o n p r o c e s s . P r o d u c e r s a r e l o c a t e d f o r t h e 
most p a r t i n t h e Montev i d e o d a i r y b a s i n and t h e g r e a t e r number 
and i n t e n s i t y o f v a r i o u s p r o m o t i o n a c t i o n s a r e c o n c e n t r a t e d 
p r e c i s e l y i n t h a t r e g i o n . C u r r e n t l y , 85% o f p r o d u c t i o n d e l i v e r e d 
t o p r o c e s s i n g p l a n t s i s c h a n n e l l e d t h r o u g h CONAPROLE. The 
g r e a t e r p a r t o f p r o d u c e r s p o s s e s s f a m i l y - t y p e e x p l o i t a t i o n u n i t s ; 
t h a n k s t o t h e f a c t o f t h e i r h a v i n g a s s u r e d t h e i r income and 
w o r k i n g c a p i t a l t h r o u g h i n s t i t u t i o n a l means, t h e s e p r o d u c e r s 
c o n s o l i d a t e d p r o d u c t i v e s p e c i a l i z a t i o n o f t h e u n i t s a t r e l a t i v e l y 
s t a b l e l e v e l s o f p r o f i t a b i l i t y . On t h e o t h e r hand, a f f e c t e d by 
t h e d e t e r i o r a t i o n o f i n t e r n a t i o n a l meat p r i c e s and t h e p e r s i s t e n t 
exchange r a t e l a g w h i c h came about between 1975 and 1982, and i n 
s e a r c h o f a more p r o f i t a b l e a c t i v i t y , many c a t t l e r a n c h e r s 
r e c e n t l y s h i f t e d t o t h e d a i r y s e c t o r . 
V a r i o u s programmes w h i c h a r o s e f r o m t h e i n s t i t u t i o n a l 
r e l a t i o n between t h e s t a t e and CONAPROLE i n t h e f i r s t h a l f o f t h e 
s i x t i e s , matured i n t h e mid s e v e n t i e s , p a r t i c u l a r l y w i t h r e s p e c t 
t o t e c h n o l o g y i n v e s t m e n t s . I n e f f e c t , t h e i n c e n t i v e g r a n t e d t o 
r e s e a r c h on f o d d e r and i t s a d a p t a t i o n , i n w h i c h New Z e a l a n d 
t e c h n o l o g y was employed, p e r m i t t e d c a t t l e f e e d i n g t o improve 
s i g n i f i c a n t l y . The same o c c u r r e d w i t h t h e management o f 
a r t i f i c i a l p a s t u r e l a n d s , w i t h a 100% i n c r e a s e i n s u r f a c e a r e a 
p l a n t e d w i t h t h i s t y p e o f p a s t u r e i n o n l y t h r e e y e a r s (1977-
1980). CONAPROLE c a r r i e d o u t e d u c a t i o n a l ceunpaigns f o r p r o d u c e r s 
on m i l k e x t r a c t i o n and p r o d u c t h a n d l i n g and implemented a m a s s i v e 
i n s t a l l a t i o n programme o f c o o l i n g t a n k s i n farms. The 
C o o p e r a t i v e was even i n ch a r g e o f g a t h e r i n g m i l k i n b u l k and 
d e s t i n e d t r a n s p o r t e r s e q u i p p e d w i t h c i s t e r n t a n k s f o r t h i s . The 
e f f i c a c y o f t h e s e measures was r e f l e c t e d , f o r exsunple, i n t h e 
f a c t t h a t , w h i l e i n 1961 p r o d u c e r s d e l i v e r i n g raw m i l k t o 
p a s t e u r i z i n g p l a n t s a c c o u n t e d f o r o n l y 38% o f m i l k p r o d u c e r s , i n 
1980 t h e y r o s e t o 74%. 
D u r i n g t h e e a r l y s e v e n t i e s , p u b l i c p o l i c y s e t stemdards 
r e g a r d i n g h y g e n e - s a n i t a r y c o n d i t i o n s o f t h e p r o d u c t i o n p r o c e s s o f 
d a i r y f a r m s , and CONAPROLE esteüslished a bonus system o v e r base 
p r i c e , d e p e n d i n g on t h e q u a l i t y o f m i l k d e l i v e r e d . These two 
p o l i c i e s , t h a t o f c o n t r o l and i n c e n t i v e s , a l l o w e d many p r o d u c e r s 
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who were p r e v i o u s l y n o t i n t e r e s t e d i n s e l l i n g t o CONAPROLE o r who 
d i d n o t comply w i t h s t a n d a r d s f o r d o i n g do, t o now become 
i n t e g r a t e d i n t o t h e c o o p e r a t i v e system. 
The g r e a t e r i n f l o w o f m i l k t o p r o c e s s i n g p l a n t s l e d 
CONAPROLE t o i m p r o v e and m o d e r n i z e t h e p r o c e s s i n g and 
i n d u s t r i a l i z a t i o n phases. The e x p a n s i o n o f t h i s segment o f t h e 
d a i r y s y s t e m had as a framework t h e i n d u s t r i a l development p l a n 
t h a t t h e C o o p e r a t i v e implemented d a r i n g t h e p e r i o d 1965-1980, 
w h i c h b a s i c a l l y c o n s i s t e d o f an i n f r a s t r u c t u r e i n v e s t m e n t 
programme: c o n s t r u c t i o n and s t a r t - u p o f f o u r r e c e i v i n g c e n t r e s , 
t h r e e p a s t e u r i z e d m i l k p r o c e s s i n g p l a n t s , t h r e e i n d u s t r i a l p l a n t s 
f o r powdered m i l k , cheese and c a s e i n and, t h e p u r c h a s e o f t h e 
a l r e a d y - m e n t i o n e d f l e e t o f v e h i c l e s w i t h c o o l i n g t a n k s . 
Thanks t o t h e s e i n v e s t m e n t s , t h e i n s t a l l e d p r o c e s s i n g and 
i n d u s t r i a i z a t i o n c a p a c i t y o f t h e Monte v i d e o b a s i n was, by 1976, 
a l r e a d y 70% h i g h e r t h a n t h a t i n e x i s t e n c e i n 1965. I t s h o u l d be 
m e n t i o n e d h e r e t h a t t h e growth r a t e o f Uruguayan d a i r y 
a g r o i n d u s t r i a l p r o d u c t i v i t y d u r i n g t h e f i v e y e a r p e r i o d 1975-1980 
was h i g h e r t h a n t h a t o b t a i n e d by t h e e n t i r e f o o d i n d u s t r y , and 
even h i g h e r t h a n t h a t o f t h e m a n u f a c t u r i n g s e c t o r . 
I n 1970 a compensation f u n d was c r e a t e d , a mechanism aimed 
a t s u b s i d i z i n g p r o d u c t i o n c o s t s o f t h e i n d u s t r i a l s e c t o r t h r o u g h 
r e d u c t i o n o f t h e f a t c o n t e n t o f t h e m i l k t h a t p r o d u c e r s s e n t t o 
p a s t e u r i z i n g i n d u s t r i e s . T h i s s u b s i d y , added t o t h e i n c r e a s e i n 
p r o d u c t i v i t y o f p a s t e u r i z e r s , g r e a t l y r e d u c e d c o s t s , w h i c h 
a l l o w e d t h e b y - p r o d u c t i n d u s t r y t o p e n e t r a t e i n t o t h e e x t e r n a l 
m a rket w i t h v e r y advantageous p r i c e s . I n e f f e c t , from 1975 
onward, t h e S t a t e began an i n t e n s e p r o c e s s o f openess t o w a r d s 
e x t e r n a l m a rkets t h r o u g h b i l a t e r a l agreement mechanisms, and 
o b t a i n e d agreements w i t h A r g e n t i n a , B r a z i l , I r a n , t h e S o v i e t 
U n i o n and M e x i c o , so much so t h a t d a i r y e x p o r t s , w h i c h i n 1976 
a c c o u n t e d f o r 8% o f t h e c o u n t r y ' s t o t a l e x p o r t s , r o s e t o a c c o u n t 
f o r 17% i n 1982 and o v e r 30% i n 1988. 
Now, i n d o m e s t i c t e r m s , p r i c i n g p o l i c y c o n s i s t e d e s s e n t i a l l y 
o f e s t a b l i s h i n g two t y p e s o f p r i c e s . The p r i c e o f m i l k d e s t i n e d 
f o r p a s t e u r i z a t i o n ( p r i c e - q u o t a ) was s e t above t h e p r i c e o f m i l k 
d e s t i n e d f o r p r o c e s s i n g o f b y - p r o d u c t s ( p r i c e - i n d u s t r y ) , i n 
accordemce w i t h a r a t i o estaüslished by t h e s t a t e and w h i c h , on 
a v e r a g e , was e q u a l t o 1.7 d u r i n g t h e l a s t f i v e y e a r s . T h i s 
p r i c e - q u o t a advantage guaremteed a s t a b l e s u p p l y o f p a s t e u r i z e d 
m i l k t h r o u g h o u t t h e e n t i r e y e a r ; f o r i t s p a r t , p r i c e - i n d u s t r y 
was f i x e d by CONAPROLE, and t h i s a l l o w e d t h e c o o p e r a t i v e t o 
r e g u l a t e i t s p r o f i t s and i n v e s t m e n t s and t o e v e n t u a l l y r e d u c e t h e 
p r o c e s s i n g o f some r e l a t i v e l y u n p r o f i t z Q j l e d o m e s t i c c o n s t m p t i o n 
p r o d u c t s ( e . g . c a s e i n ) i n o r d e r t o i n t e n s i f y p r o c e s s i n g o f o t h e r 
more p r o f i t a b l e ones and w i t h b e t t e r e x p o r t p e r s p e c t i v e s , s u c h a s 
powdered m i l k and cheese. 
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I n t h e c a s e o f C o s t a R i c a , t h e s t a r t i n g p o i n t o f t h ^ g r e a t 
changes w h i c h o c c u r e d i n t h e d a i r y s e c t o r was r e l a t i v e l y r e c e n t 
(1982) , and c o r r e s p o n d e d t o t h e d e c i s i o n by t h e s t a t e t o èichieve 
n a t i o n a l s e l f - s u f f i c i e n c y . These changes were i n s e r t e d i n a v e r y 
c r i t i c a l p e r i o d i n t h e c o u n t r y ' s development and t h a t o f t h e 
e n t i r e r e g i o n . U n l i k e Uruguay, t h e p r o m o t i o n mechanism u¿ed was 
n o t a n u c l e u s o f i n s t i t u t i o n a l power, b u t t h e d a i r y programme 
w h i c h began t o be implemented i n 1983 f o r m e e t i n g t h e o b i e c t i v e 
o f n a t i o n a l s e l f - s u f f i c i e n c y w h i c h , as we m entioned, the s t a t e 
had e s t a b l i s h e d i n 1982. 
Some o f t h e i n s t r t i m e n t s a p p l i e d were t h e a l r e a d y t r a d i t i o n a l 
mechanisms o f i n c e n t i v e s such as t e c h n i c a l a s s i s t e n c e and C r e d i t , 
v i a a r e d u c t i o n i n m a r k e t - s t a t e ; o t h e r s , however, s u c h , as f o r 
example, t h e o r g a n i z a t i o n o f p r o d u c e r s i n t o c o o p e r a t i v e s and t h e 
m a s s i v e c o n s t r u c t i o n o f i n f r a s t r u c t u r e i n r u r a l c a n t o n s , 
p e r m i t t e d t h e g e n e r a t i n g o f and b e n e f i t t i n g from economies o f 
s c a l e , e a c h t i m e t h e s e measures b e n e f i t t e d a g r e a t numper o f 
p r o d u c e r s . 
The p o l i c y w h i c h p r o v i d e d an i n i t i a l a p proach t o thé d a i r y 
p r o m o t i o n programme i n 1983 was t h e e x p a n s i o n o f t h e d a i r y c a t t l e 
f r o n t i e r , t h a t i s , t h e s u c c e s s f u l i n c o r p o r a t i o n o f t h e c o u n t r y ' s 
l o w l a n d s i n t o p r o f i t a b l e p r o d u c t i o n o f t h i s s e c t o r . T h i s s u c c e s s 
a l l o w e d t h e programme t o become i n c r e a s i n g l y autonomous w i t h 
r e s p e c t t o t h e o v e r a l l economic p o l i c y o f t h e c o u n t r j and, 
autonomous a l s o i n t h e sense o f g e n e r a t i n g i t s own r e s o u r c e s . 
S m a l l p r o d u c e r s p r e d o m i n a t e d i n t h e a r e a m e n t i o n e d ; up u n t i l 
1982 t h e i r c o s t s were so h i g h t h a t n o t o n l y d i d t h e y p r e v e n t 
n a t i o n a l s e l f - s u f f i c i e n c y from b e i n g a c h i e v e d , b u t a l s o t h e y 
f a i l e d t o b r i n g about c e r t a i n minimum c o n d i t i o n s f o r p r o d u c t i o n 
s t a b i l i t y and t h e more dynamic i n c r e a s e o f p r o d u c t i v i t y . The 
main t h r u s t o f s u b s e c t o r a l p l a n n i n g e f f o r t s and p e r t i n e n t sjupport 
p o l i c i e s were t h e r e f o r e aimed a t t h e s e . The p u b l i c S e c t o r 
f i n a n c e d t h i s s u p p o r t by a s s i g n i n g p a r t o f t h e r e s o u r c e s 
p r e v i o u s l y d e s t i n e d t o t h e meat s u b s e c t o r t o m i l k p r o d u c t i o i . 
The e f f e c t s o f t h e i n c e n t i v e p o l i c y soon l e t t h e m s e l v e s be 
f e l t . The nvunber o f d a i r y farms i n c r e a s e d m a r k e d l y , e s p e c i a l l y 
t h o s e l o c a t e d i n t h e n o r t h e r n zone, w h i c h i n 1988 r o s e t o 
c o n t r i b u t e 45% o f t o t a l m i l k s u p p l y , and a n n u a l g r o w t h r a t e o f 
p r o d u c t i o n was 9% between 1980 and 1986, t h a t i s t o s a y i more 
t h a n t r i p l e p o p u l a t i o n growth. The i n s t a l l a t i o n o f 25 s t o r a g e 
c e n t r e s i n r u r a l communities s i g n i f i c a n t l y r e d u c e d t r a n s p o r t a t i o n 
c o s t s . These c e n t r e s , i n a d d i t i o n , b o a s t e d c o o l i n g equipme^it and 
l e O a o r a t o r i e s f o r c o n t r o l l i n g p r o d u c t q u a l i t y and hygene, which 
p e r m i t t e d t h e a l m o s t d o u b l i n g o f p r o d u c t i o n d e l i v e r e d t o p l ^ t s . 
P r o f i t a b i l i t y and c a p i t a l a c c u m u l a t i o n i n t h e sectort were 
p r a c t i c a l l y a s s u r e d by v a r i o u s mechanisms w h i c h c o n j u g a t e d t h e 
a c t i o n o f t h r e e e l e m e n t s , namely, t h a t o f market, t h a t d f t h e 
s t a t e , emd p a r t i c i p a t i o n by s o c i a l a g e n t s . P r i c e managemeijit was 
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p r o b a b l y t h e most i m p o r t a n t mechanism. A c c o r d i n g t o t h i s 
mechanism, t h e p u b l i c s e c t o r s e t minimum p r o d u c e r p r i c e s and 
maximum consumer p r i c e s . P r i c e s were r e v i e w e d and r e a d j u s t e d 
a n n u a l l y a s a f u n c t i o n o f t h e p e r formance o f p r o d u c t i o n c o s t s and 
t h o s e demanded by m i l k p r o c e s s i n g . F o r i t s p a r t , b y - p r o d u c t 
p r i c i n g was f r e e , b u t c e i l i n g s were e s t a b l i s h e d f o r m a r k e t i n g 
m a r g i n s . One p r o c e e d e d i n t h e same manner f o r l i q u i d m i l k . I n 
1982 t h e n a t i o n a l b a n k i n g system s i g n e d an agreement w i t h t h e 
s t a t e f o r p r o m o t i n g t h e e s t a b l i s h m e n t o f new d a i r i e s and t h e 
c o n s t r u c t i o n o f b a s i c works i n farms t h r o u g h a s t a b l e l i n e o f 
c r e d i t . Thanks t o t h e r a p i d achievement o f n a t i o n a l s e l f -
s u f f i c i e n c y and t o t h e g e n e r a t i o n o f p r o d u c t i o n s u r p l u s e s , t h i s 
l i n e o f c r e d i t was a b l e t o be o r i e n t e d i n 1986 t o i m p r o v i n g and 
e x t e n d i n g t h o s e d a i r y farms w h i c h had n o t as y e t met t h e d e l i v e r y 
q u o t a e s t a b l i s h e d w i t h t h e p r o c e s s i n g p l a n t o r w i t h t h e 
c o o p e r a t i v e i n w h i c h t h e y were r e g i s t e r e d . 
I n e f f e c t , one o f t h e main elements u n d e r l y i n g t h e s u c c e s s 
o f t h e d a i r y p r o m o t i o n programme i n C o s t a R i c a was t h e e x i s t e n c e 
o f a v a s t c o o p e r a t i v e o r g a n i z a t i o n w h i c h v e r t i c a l l y i n t e g r a t e d 
t h e p r o d u c t i v e , p r o c e s s i n g and d i s t r i b u t i o n phases o f t h e d a i r y 
p r o c e s s . S e v e n t y p e r c e n t o f p r o d u c e r s were i n t e g r a t e d i n t o t h i s 
o r g a n i z a t i o n , w h i c h s o l d 84% o f t h e c o u n t r y ' s t o t a l p r o d u c t i o n . 
The d a i r y c o o p e r a t i v e s e c t o r owned and a d m i n i s t r a t e d t h e 
p r o c e s s i n g p l a n t s and s t o r a g e c e n t r e s d i s t r i b u t e d t h r o u g h o u t t h e 
v a r i o u s zones o f t h e c o u n t r y , i t p r o c e s s e d t h e e n t i r e gamut o f 
p r o d u c t s d e r i v i n g from m i l k , from p a s t e u r i z e d m i l k t o i c e - c r e a m s , 
and p a r t i a l l y c o n t r o l l e d t h e d i s t r i b u t i o n o f a l l t h e s e p r o d u c t s 
t o consumers. I t a l s o o p e r a t e d a t t h e p r o d u c t i v e phase, 
p r o c e s s i n g f o o d c o n c e n t r a t e s f o r d a i r y c a t t l e and s u p p l y i n g 
equipment and o t h e r i n p u t s t o i t s members. I n t h e c a s e o f C o s t a 
R i c a , t h e d e g r e e o f development r e a c h e d by c o o p e r a t i v i s m 
p e r m i t t e d i t t o be i n c r e a s i n g l y l e s s dependent on s t a t e 
i n c e n t i v e s and c o n t r o l s . 
From 1986 onward, t h r e e new s t r a t e g i c d a i r y p r o m o t i o n 
progratmmes were s t a r t e d up. The f i r s t c o n s i s t e d o f mass 
d i s t r i b u t i o n and consximption o f m i l k f o r t h e b e n e f i t o f f a m i l i e s 
w i t h l o w e r p u r c h a s i n g power; t h e second was a t e c h n o l o g i c a l 
r e s e a r c h programme, s p e c i f i c a l l y d e s t i n e d t o s t u d y ways o f 
a d a p t i n g and p r o d u c i n g improved f o d d e r i n o r d e r t o r e duce d a i r y 
h e r d f e e d i n g c o s t s ; t h e l a s t r e f e r r e d t o t h e openess o f markets 
f o r e n c o u r a g i n g m i l k b y - p r o d u c t e x p o r t s . 
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CONCLUSIONS 
If we j o i n t l y r e v i e w t h e f o u r t y p e s o f d a i r y p o l i c i e s w h i c h we 
r e f e r r e d t o above, we can a s s e r t t h a t i n t h e f i r s t i n s t a n c e 
t h e r e was s t r o n g i n s t i t u t i o n a l c o n t r o l on t h e s u b s e c t o r , a 
c o n t r o l w h i c h t o a c e r t a i n e x t e n t t e n d e d t o become d i l u t e d l a t e r 
on, due t o t h e n e c e s s i t y o f making o t h e r mechanisms come i n t o 
p l a y t o compensate f o r t h e n e g a t i v e e f f e c t s o f t h e f i r s t 
measures, however, i n such a way t h a t i n many c a s e s t h e s e 
compensations ended up e l i m i n a t i n g t h e p o s i t i v e effects on 
p r o f i t a b i l i t y and growth o f t h e f i r s t measures. I n t h i s s e n s e , 
i t s h o u l d n e v e r t h e l e s s be mentioned t h a t t h e h a n d l i n g o f 
v a r i a b l e s p e r t a i n i n g t o p r o f i t a b i l i t y , i n p a r t i c u l a r thçse o f 
p r i c i n g and s u b s i d i e s , t e n d e d t o g i v e a g r e a t e r b o o s t to t h e 
a g r o i n d u s t r i a l phase t h a n t o t h e p r o d u c t i v e phase, w h i c h resulted 
i n a marked p r e f e r e n c e f o r i m p o r t e d d a i r y p r o d u c t s , i n d e t r i m e n t 
t o t h e demand f o r n a t i o n a l raw m a t e r i a l . As a r e s u l t of t h i s 
d e c r e a s e d demand and o f t h e d i r e c t i n t e r v e n t i o n i m p l i e d by t h e 
s e t t i n g o f n a t i o n a l raw m i l k p r i c e s , p r o f i t m a r g i n s f o r d i r e c t 
p r o d u c e r s were r e d u c e d , w h i l e p r o f i t margins f o r processing 
i n d u s t r i e s were c o n t r o l l e d t h r o u g h cheap i m p o r t s and { p r i c i n g 
freedom f o r m i l k p r o d u c t s , t h a t i s t o s a y , t h r o u g h i n d i r e c t 
mechanisms. 
The p r e f e r e n c e g i v e n by d a i r y p o l i c y t o t h e a g r o i n d u j s t r i a l 
phase p r e v e n t e d t h e p r o d u c t i v e phase from h a v i n g , e x c e p t i n 
s p e c i f i c c a s e s , more s y s t e m a t i c s u p p o r t , w h i c h was e x p r e s s e d i n 
t h e a b s o l u t e r e d u c t i o n shown by p r o d u c t i v i t y i n r e c e n t p e t i o d s . 
P u b l i c i n v e s t m e n t i n i n f r a s t r u c t u r e and i n t e c h n o l o g i c a l 
a d a p t a t i o n s f o r p r o d u c t i o n was v e r y s c a r c e , a s wa¿ t h e 
p r e s c r i b i n g o f s a n i t a r y and hygene s t a n d a r d s aimed a t i m p r o v i n g 
p r o d u c t q u a l i t y . B o t h f a c t s , i n c o n j v m c t i o n w i t h o t h e r s , 
p r e v e n t e d p r o d u c e r s from e n j o y i n g b e t t e r p r i c e s o v e r t h e l o n g 
r t i n . The h i g h p e r c e n t a g e s o f p r o d u c t i o n w h i c h c i r c u l a t e d t h r o u g h 
i n f o r m a l m a r k e t i n g c h a n n e l s and t h e g r o w i n g p a r t i c i p a t i o n o f 
h a n d i c r a f t a c t i v i t y i n t h e p r o c e s s i n g o f b y - p r o d u c t s b o r e wjitness 
t o how inopérant t h e s e p u b l i c p o l i c i e s were i n p r o m o t i n g m i l k 
p r o d u c t i o n . 
O r t h o d o x a n d h e t e r o d o x m a r k e t p o l i c i e s w h i c h w e r e 
s y s t e m a t i c a l l y implemented i n a l l c o x i n t r i e s o f t h e r e g i o n o n l y 
s u c c e e d e d i n s t a b i l i z i n g m i l k s u p p l y i n t h o s e c a s e s where t h e 
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s t a t e m a i n t a i n e d r e l a t i v e l y c o n s t a n t p u r c h a s i n g l e v e r a g e f o r 
i n d u s t r i e s . However, i m p o r t p o l i c i e s f o r m i l k and i t s by-
p r o d u c t s f o r w h i c h t h e p u b l i c s e c t o r showed such a l e a n i n g , 
p r e v e n t e d i n v e s t m e n t s a i m e d a t r a i s i n g p r o d u c t i v i t y from 
p r o v i d i n g y i e l d s . The f a c t t h a t t h e c l e a r e s t s i g n a l s e m i t t e d by 
t h e m a r k e t w i t h r e g a r d t o improvement o f p r o f i t a b i l i t y p o i n t e d , 
above a l l , t o w a r d s p r o c e s s i n g and i n d u s t r i a l i z a t i o n caused t h i s 
segment t o modernize r a p i d l y and t o t e n d t o f u n c t i o n i n an 
o l i g o p o l i s t i c way, each t i m e t h a t i t s p r o d u c t i o n o v e r w h e l m i n g l y 
t u r n e d t o w a r d s p r e f e r e n t i a l l y s a t i s f y i n g demands from medium and 
upper income consumers. 
The l o n e o p e r a t i o n o f market mechanisms was u n a b l e t o e n s u r e 
p r o f i t a b l e w o r k i n g c o n d i t i o n s f o r s m a l l p r o d u c e r s , who make up 
75% o f t h e t o t a l . To c o r r e c t t h i s s i t u a t i o n and t o s a t i s f y 
s o c i a l needs w h i c h a r e n o t d e f r a y a b l e by e f f e c t i v e demand, p u b l i c 
p o l i c y had t o assume a more a c t i v e r o l e v i s - a - v i s t h e d a i r y 
s u b s e c t o r , e s p e c i a l l y i n t h e c u r r e n t decade. On t h e o t h e r hand, 
t h e c h a i n - l i n k r e a c t i o n o f phenomena w h i c h a r o s e from t h e 
f i n a n c i a l c r i s i s o f r e c e n t y e a r s , namely, f o r c e d savings; o f 
f o r e i g n exchange, i m p o r t r e d u c t i o n and t h e r e s u l t i n g need t o 
i n t e n s i f y n a t i o n a l p r o d u c t i o n , c a u sed an even g r e a t e r amount o f 
s t a t e i n t e r v e n t i o n , w h i c h , i n p a s s i n g c o u l d , i n a d d i t i o n , now 
g l e a n p o l i c y b e n e f i t s d e r i v i n g from t h e f a c t o f i t p r e s e n t i n g 
i t s e l f a s promotor o f f o o d s a f e t y and n a t i o n a l s e l f - s u f f i c i e n c y . 
I n t h i s way t h e r e was an i n t e n s i f i c a t i o n o f p r o t e c t i o n i s t 
and s e l e c t i v e t r a i t s i n d a i r y p u b l i c p o l i c y o f r e c e n t t i m e s , 
w h i c h were c h a r a c t e r i s t i c o f t h e a g r i c u l t u r a l development o f a 
q u a r t e r o f a c e n t u r y ago, b u t l e s s p a t e r n a l i s t and b u r e a u c r a t i c , 
where c o n s e n s u s and d e c e n t r a l i z a t i o n now p r e v a i l e d . P r o o f o f 
t h i s were t h e p r o d u c e r o r g a n i z a t i o n s and i n d u s t r i e s , t h e mixed 
p u b l i c and p r i v a t e s e c t o r commissions c r e a t e d f o r d e f i n i n g 
c o n t r o l s and i n v e s t m e n t s , as w e l l as t h e numerous and a c t i v e 
p r e s e n c e o f i n t e r n a t i o n a l a g e n c i e s and i n s t a n c e s o f b i l a t e r a l 
c o o p e r a t i o n i n p r o m o t i n g t h e development o f d a i r y p r o d u c e r s who 
l a c k e d i n f l u e n c e i n c a p i t a l c i r c l e s . 
I n a s i m i l a r sense one may g r a s p t h e f o r m u l a t i o n and 
i m p l e m e n t a t i o n o f renewed g u i d e l i n e s , p l a n s and programmes f o r 
p r o m o t i n g d a i r y a c t i v i t y , t o w h i c h t h e m a j o r i t y o f c o u n t r i e s o f 
t h e r e g i o n s v i b s c r i b e d i n t h e l a s t f i v e y e a r s . Some o f t h e 
s t r a t e g i c o b j e c t i v e s o f t h e s e new i n s t r x i m e n t s o f i n s t i t u t i o n a l 
p o l i c y were, f o r example, t h e development o f r e s e a r c h p r o j e c t s 
a i m e d a t a d a p t i n g t e c h o l o g y w h i c h w i l l h e l p t o r a i s e 
p r o d u c t i v i t y ; g r e a t e r s t a t e p r e s e n c e i n t h e s t o r a g e and 
p r o c e s s i n g o f m i l k ; t h e s e t t i n g o f p r o f i t a b l e p r o d u c e r p r i c e s , 
and c o n t r o l s on d a i r y i m p o r t s . As we know, t h e i n t e r e s t shown by 
p u b l i c p o l i c y t o a g r e a t e x t e n t a r o s e from t h e s e v e r e 
d e f i c i e n c i e s w h i c h e x i s t i n f o o d and n u t r i t i o n a l c o n d i t i o n s o f 
l a r g e segments o f t h e p o p u l a t i o n , b u t i t was a l s o an i n d i r e c t 
r e s p o n s e t o t h e d i s t o r t i o n s g e n e r a t e d by t h e p r e s e n c e o f 
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m u l t i n a t i o n a l c o m p a n i e s a n d c a p i t a l i n t h e d o m e s t i c 
a g r o i n d u s t r i a l phase, a p r e s e n c e w h i c h meant, among o t h e r 
t h i n g s , t h e g r o w i n g s u b o r d i n a t i o n o f d i r e c t p r o d u c e r s t o 
c o n d i t i o n s imposed by r e c e i v i n g p l a n t s . 
D e s p i t e t h e p o s s i b i l i t y o f low p r i c e d d a i r y i m p o r t s b e i n g an 
e v e r - p r e s e n t t h r e a t f o r d o m e s t i c p r o d u c t i o n and p r o d u c t i v i t y , and 
d e s p i t e a l s o t h a t t h e a c u t e segmenting o f t h e consumer market 
deepened i n e q u a l i t y and p o v e r t y , L a t i n A m e rican d a i r y i n g , seen a t 
t h e l e v e l o f c o u n t r i e s , i s showing r e s u l t s , w h i c h , i f n o t 
e n c o u r a g i n g , a r e a t l e a s t n o t so w o e f u l as t h o s e e x h i b i t e d d u r i n g 
t h e l a t t e r p a r t o f t h e p r e v i o u s decade and b e g i n n i n g o f t h e 
p r e s e n t one. I n o r d e r t o c o n s o l i d a t e t h i s t r e n d , p u b l i c p o l i c y 
management s h o u l d perhaps be aimed i n p a r t i c u l a r a t overcoming 
t h e c o n f l i c t between s t a b i l i t y , g rowth and market, a s o l u t i o n 
w h i c h would p o s s i b l y p e r m i t t h e m i t i g a t i n g o f t h e d i f f i c u l t 
s i t u a t i o n w h i c h v a s t s o c i a l s e c t o r s o f t h e r e g i o n s t i l l f i n d 
t h e m s e l v e s i n , due t o t h e e f f e c t s o f t h e e r r a t i c and d i s o r d e r e d 
f u n c t i o n i n g o f f o o d systems i n f o r c e . 
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